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Abstract 
Corporate entrepreneurship plays an important role in achieving higher levels of 
performance, growth, profitability and competitive advantage. One of the main 
challenges firms encounter in undertaking corporate entrepreneurship is generating 
new knowledge to do different things or things differently. Recently scholars have 
hinted at the importance of firms’ externally oriented capabilities (such as absorptive 
capacity and networking capabilities) in stimulating corporate innovative activities. 
These capabilities can enable companies to more effectively combine internal and 
external knowledge sources for entrepreneurial purposes. While externally oriented 
capabilities have received increasing attention, they are less understood in relation to 
corporate entrepreneurship. This research adopts three different theoretical lenses – 
the attention-based view, institutional perspective and network theory – to investigate 
the effect of externally oriented capabilities on corporate entrepreneurship.  
This thesis first investigates the effect of a firm’s absorptive capacity on corporate 
entrepreneurship. There are two challenges companies face in the effective utilisation 
of this capability for corporate entrepreneurship. The first challenge is that absorptive 
capacity can be used in a wide variety of activities which compete with each other 
for corporate attention. As such, absorptive capacity may need to be channelled 
towards corporate entrepreneurship. Building on the attention-based view, the first 
study suggests entrepreneurial management as the mechanism to orient absorptive 
capacity towards corporate entrepreneurship. The results demonstrate that absorptive 
capacity has a stronger positive effect on corporate entrepreneurship when it is used 
in tandem with attentional drivers such as an entrepreneurial culture and a reward 
system.  
The second challenge is that a company’s ability to utilise its absorptive capacity for 
entrepreneurial activities depends on the extent to which the firm is exposed to new 
and complementary external knowledge. As contexts are heterogeneous with regard 
to knowledge richness depending on their institutional market orientation, the impact 
of firms’ absorptive capacity on corporate entrepreneurship is likely to be contingent 
on their institutional contexts. As such, firms may need context-specific mechanisms 
to increase their exposure to new external knowledge. Accordingly, the second study 
theorises the role of a firm’s institutional context, and the way it interacts with the 
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firm’s external knowledge search approach to shape the effect of absorptive capacity 
on corporate entrepreneurship. The findings demonstrate that a less market-oriented 
institutional context, such as Iran, diminishes a firm’s ability to utilise its absorptive 
capacity to raise the level of corporate entrepreneurship. Yet, firms operating in such 
contexts are able to overcome the disadvantages posed by their institutional context 
by engaging in a broader search of new external knowledge. The results indicate that 
external knowledge search breadth as a booster of absorptive capacity benefits is 
more important for companies operating in a context with less institutional market 
orientation. 
The third study argues that networking capabilities to form, develop and integrate 
inter-firm relationships with different partners can also explain why some firms are 
more entrepreneurial than others. This study develops a social model of corporate 
entrepreneurship and demonstrates how a firm’s networking capabilities increase the 
level of corporate entrepreneurship through expanding and building up its absorptive 
capacity. This study shows that networking capabilities can be a fundamental means 
for developing absorptive capacity and fostering corporate entrepreneurial activities. 
The data for all three studies is collected through a survey instrument on a sample of 
331 supplier firms providing products and services to the Iranian and Australian 
mining industries. Together, the three studies in this thesis provide important insights 
into the externally oriented capabilities-corporate entrepreneurship relationship, and 
a better understanding of why some companies are able to generate higher levels of 
corporate entrepreneurship. The thesis delivers significant additional implications for 
the literature of absorptive capacity, entrepreneurial management, institutional theory 
and network capabilities.  
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Chapter 1: Introduction 1 
Chapter 1: Introduction 
This chaper explains the main rationale for focusing this thesis on the relationships 
between externally oriented capabilities and corporate entrepreneurship. It begins 
with the background information on the research topic leading to the perceived gaps 
in the literature. It then presents the purpose of this thesis and the main research 
framework. The chapter concludes with an outline of the structure of this thesis.  
1.1 BACKGROUND 
In the face of globalisation and rapid technological changes, the traditional thought 
that corporate competitive advantages are sustainable has been replaced with the new 
premise that companies need to continuously renew their competitive advantages 
(Covin & Miles, 1999; Kuratko & Audretsch, 2009; Tushman & O'Reilly III, 1996). 
The considerable potential for corporate entrepreneurship to renew companies 
through innovation-based initiatives (Zahra, 1996) has led to increasing interest in 
how corporate entrepreneurship can be perpetuated within established firms (Corbett, 
Covin, O'Connor, & Tucci, 2013; Phan, Wright, Ucbasaran, & Tan, 2009). 
Corporate entrepreneurship refers to innovation, venturing and strategic renewal 
within existing firms (Zahra, 1996). Innovation concerns the development of new 
products and services. Venturing refers to the birth of new businesses within existing 
firms by expanding operations in current or new markets. Strategic renewal means 
redefining the scope of a business or its competitive strategy leading to new positions 
in the market (Zahra, 1996). Studies indicate that corporate entrepreneurship can play 
an important role in achieving higher levels of corporate performance (Yiu & Lau, 
2008; Zahra, 1995), growth (Zahra, 1993; Zahra & Covin, 1995), profitability (Covin 
& Slevin, 1991) and competitive advantage (Covin & Miles, 1999; Kuratko & 
Audretsch, 2009). Given these contributions, scholars have increasingly sought to 
identify factors stimulating corporate entrepreneurship (Heavey, Simsek, Roche, & 
Kelly, 2009; Simsek & Heavey, 2011; Yiu & Lau, 2008). 
One of the main challenges firms face in undertaking corporate entrepreneurship is 
the generation of new knowledge (Teng, 2007; Zahra, Filatotchev, & Wright, 2009). 
Corporate entrepreneurship relies on new knowledge for doing things differently, or 
doing different things, manifesting in the forms of innovation in products and 
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services, processes, systems, strategies and markets (Teng, 2007). Scholars have 
traditionally focused on internal development of knowledge (Brouwer, Kleinknecht, 
& Reijnen, 1993; Hoskisson & Hitt, 1988). However, internal development of new 
knowledge is accompanied by high resource and development expenses, high levels 
of risk and timing issues (Eisenhardt & Schoonhoven, 1996; Teng, 2007). Recently 
scholars have suggested sourcing new knowledge from other players in the market 
such as suppliers, customers, research centres and competitors as a complementary 
and effective approach for companies pursuing corporate entrepreneurship (Simsek, 
Lubatkin, & Floyd, 2003; Teng, 2007; Zahra et al., 2009). This research stream, 
which has recently gained more prominence, posits that innovative activities are 
mainly a function of firms’ capabilities to effectively combine internal and external 
knowledge resources (Chesbrough, 2003; Grant, 1996; Kogut & Zander, 1992). Such 
capabilities can be labelled externally oriented capabilities since they are mainly 
focused externally to facilitate sourcing new knowledge and blending it with a firm’s 
current knowledge base (Sarkar, Aulakh, & Madhok, 2009). 
One of the most significant externally oriented capabilities is absorptive capacity. 
This concerns a firm’s capability to recognise the value of new external knowledge, 
assimilate and exploit it in its operations or for commercial purposes (Lane, Koka, & 
Pathak, 2006). In their seminal article, Cohen and Levinthal (1990) argue that some 
firms are able to value, understand and apply new external knowledge with less cost 
and effort than others, because they have already invested in cultivating their 
absorptive capacity and prior related knowledge. Cohen and Levinthal (1989, p. 570) 
posit that “unlike learning-by-doing which allows firms to get better at what they 
already do, absorptive capacity allows firms to learn to do something different.” 
Indeed, making sense of new external knowledge and combining it with pre-existing 
knowledge, companies reach new insights about markets, technologies, customers 
and competition. This provides firms with options for innovative activities and filling 
their knowledge gaps for proceeding to corporate entrepreneurship (Qian & Acs, 
2013; Teng, 2007; Zahra et al., 2009).  
Absorptive capacity is related to transferring and exploiting new external knowledge 
(Cohen & Levinthal, 1990; Lane et al., 2006). Scholars have also pointed to the 
importance of companies’ networking capabilities for finding the best partners and 
managing their inter-firm relationships to gain access to new and diverse knowledge 
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in partnering relationships (Sarkar et al., 2009; Schilke & Goerzen, 2010). Firms’ 
network ties are conduits for knowledge access (Portes, 2000; Zaheer & Bell, 2005). 
As such, corporate capabilities seeking to increase access to knowledge diversity and 
complementarity in partnerships could also raise a firm’s engagement in corporate 
entrepreneurship. Sarkar et al. (2009) have recently conceptualised such capabilities 
as a firm’s networking capabilities to form, develop and integrate inter-firm 
relationships with different partners in the market for gaining access to knowledge 
held by others. 
1.2 RESEARCH PURPOSE  
Externally oriented capabilities have gained increasing attention because of their 
significant potential to stimulate innovative activities in companies. Yet, there is little 
understanding of these capabilities in relation to corporate entrepreneurship. The 
corporate entrepreneurship literature is mainly dominated by the investigation of 
governance and structural modes that facilitate corporate entrepreneurship (Burgers, 
Jansen, Van den Bosch, & Volberda, 2009; Hayton, 2005; Heavey & Simsek, 2013; 
Ling, Simsek, Lubatkin, & Veiga, 2008; Simsek, 2007; Zahra, 1996; Zahra, 
Neubaum, & Huse, 2000). A core underpinning of these studies is the ability to 
acquire, leverage and use knowledge which suggests a key role for externally 
oriented capabilities in stimulating corporate entrepreneurial activities (Teng, 2007; 
Zahra et al., 2009). Yet, there is a surprising lack of investigation into the externally 
oriented capabilities-corporate entrepreneurship relationship. Examining externally 
oriented capabilities as key drivers of corporate entrepreneurship can provide new 
understanding of why some firms are able to generate higher levels of corporate 
entrepreneurship than others. This can open new directions for more capabilities-
oriented research in corporate entrepreneurship, reinforced in recent reviews and 
studies (Phan et al., 2009; Yang, Narayanan, & Zahra, 2009).  
Investigating organisational and institutional factors that may affect the effectiveness 
of these capabilities for corporate entrepreneurship can provide an even deeper 
understanding of such phenomena. For example, since externally oriented 
capabilities can be utilised for different purposes that compete with each other for 
corporate attention (Lane et al., 2006; Van de Ven & Engleman, 2004; Volberda, 
Foss, & Lyles, 2010; Zahra & George, 2002), a channelling mechanism to focus 
these capabilities on corporate entrepreneurship may be necessary. There is also a 
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growing realization of a need to contextualise theorising in entrepreneurship (Bruton, 
Ahlstrom, & Obloj, 2008; Hitt, Ireland, Sirmon, & Trahms, 2011; Welter, 2011; 
Zahra, 2007). Given contexts are heterogeneous with regard to knowledge richness 
or availability (Agarwal, Audretsch, & Sarkar, 2007; Shinkle & McCann, 2014), the 
effect of a firm’s externally oriented capabilities on corporate entrepreneurship could 
vary by its institutional context. In particular, firms operating in contexts relatively 
impoverished in new knowledge may need compensatory mechanisms to mitigate 
voids in their institutional contexts. This can provide useful insight into the boundary 
conditions of theoretical connections and the way firms in less developed countries 
can catch up. Finally, investigating the inter-connection of externally oriented 
capabilities can reveal the intermediary mechanisms through which firms raise their 
level of corporate entrepreneurship, which is understated in the corporate 
entrepreneurship literature (cf. Corbett et al., 2013; Hoskisson, Covin, Volberda, & 
Johnson, 2011; Phan et al., 2009). 
Given the potential importance of externally oriented capabilities in filling a firm’s 
knowledge gaps and promoting corporate entrepreneurship, this research aims to 
advance our understanding of when and how a firm’s externally oriented capabilities 
influence its engagement in corporate entrepreneurship. In this respect, I develop a 
research framework (see Figure 1.1) which is then tested through three studies.  
Figure  1.1 Research framework 
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Study I investigates the effect of absorptive capacity on corporate entrepreneurship. 
Building on the attention-based view (Ocasio, 1997, 2011), this study also suggests 
Entrepreneurial Management (Brown, Davidsson, & Wiklund, 2001; Stevenson, 
1983) as a corporate mechanism to channel absorptive capacity towards corporate 
entrepreneurship. Study II shows how the interaction of a firm’s external knowledge 
search breadth (Laursen & Salter, 2006) and institutional market orientation 
(Shinkle, Kriauciunas, & Hundley, 2013) shapes the impact of the firm’s absorptive 
capacity on corporate entrepreneurship. Finally, study III connects networking 
capabilities, comprised of partnering pro-activeness, relational governance and 
portfolio coordination (Sarkar et al., 2009), to absorptive capacity and corporate 
entrepreneurship. This study suggests that a firm’s networking capabilities enhance 
its level of corporate entrepreneurship by expanding the firm’s absorptive capacity. 
All three studies draw on survey data from a sample of firms which supply products 
and services to the Iranian and Australian mining industries.  
These studies adopt three different theoretical lenses – the attention-based view, 
institutional perspective and network theory – to provide a better understanding of 
why some firms are able to generate higher levels of corporate entrepreneurship than 
others. For managers aiming to increase corporate entrepreneurial outputs, this thesis 
provides useful insights into how to develop and manage their externally oriented 
capabilities. In particular, this research shows how firms operating in developing 
countries can and overcome their institutional constraints by searching more widely 
for external knowledge, allowing those firms to raise their levels of corporate 
entrepreneurship to similar levels as those in more developed countries. The 
remainder of this section provides further elaboration of the three empirical studies. 
1.2.1 Study I: The moderating role of entrepreneurial management  
Study I investigates the effect of absorptive capacity on corporate entrepreneurship 
and how entrepreneurial management moderates this relationship from an attention-
based view (Ocasio, 1997, 2011). Absorptive capacity can be applied to different 
purposes and a variety of activities (Lane et al., 2006; Volberda et al., 2010; Zahra & 
George, 2002). Corporate entrepreneurship vies with other activities for corporate 
attention (Burgelman & Valikangas, 2005; Burgelman, 1983a; Burgers, Jansen, Van 
den Bosch, & Volberda, 2009; Van de Ven, 1986). As such, companies may need a 
mechanism to channel their absorptive capacity towards corporate entrepreneurship.  
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The attention-based view (Ocasio, 1997, 2011) considers organisational attention as 
the most valuable resource in firms and the main reason why firms act differently in 
adapting to their business environment and undertaking innovative activities. This 
theory suggests that companies’ actions depend on their focus. The focus of attention 
is subject to the particular organisational context in which employees operate such as 
strategic orientations, culture, structure and reward systems. These corporate factors 
influence the availability, salience, legitimacy, value and relevance of issues and 
answers for decision makers within companies, leading to different actions. As such, 
this theory proposes that innovative activities in firms are not only a function of 
organisational resources and capabilities, but more importantly conditional on how 
well they are channelled towards a suitable set of issues and answers (Ocasio, 1997, 
2011). Study I builds on this theory and suggests entrepreneurial management as a 
channelling mechanism for orienting absorptive capacity towards entrepreneurial 
rather than mainstream business activities. Entrepreneurial management has recently 
emerged as a useful conceptualisation of a company’s managerial approach with 
regard to stimulating entrepreneurial activities (Bradley, Wiklund, & Shepherd, 
2011; Bruining, Verwaal, & Wright, 2013; Stevenson, 1983; Stevenson & Jarillo, 
1990). Brown, et al. (2001) empirically validate six sub-dimensions determining the 
extent to which a firm displays an entrepreneurial versus administrative approach. I 
posit that the sub-dimensions intensify the effect of absorptive capacity on corporate 
entrepreneurship by leveraging absorptive capacity towards entrepreneurial outputs. 
The research framework of study I is illustrated in Figure 1.2. 
Figure  1.2 Research framework for study I  
 
 
This study contributes to the literature of corporate entrepreneurship by empirically 
testing the effect of a firm’s absorptive capacity on corporate entrepreneurship. More 
importantly, it suggests an organisational mechanism strengthening the impact of 
Absorptive 
capacity 
Corporate 
entrepreneurship 
Entrepreneurial 
management 
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absorptive capacity on corporate entrepreneurship (Teng, 2007; Zahra et al., 2009). 
Scholars argue that firms need to channel their capabilities and corporate attention 
towards entrepreneurial actions versus mainstream business operations (Burgelman 
& Valikangas, 2005; Burgelman, 1983a; Van de Ven, 1986). However, how a firm’s 
capabilities, in tandem with attentional drivers, promote corporate entrepreneurship 
is less argued in the literature. This study provides a better understanding of the way 
firms can focus their absorptive capacity on corporate entrepreneurship. Besides, 
while Stevenson’s conceptualisation has been widely addressed in the literature, the 
mechanism through which it may affect corporate entrepreneurship has been less 
understood in the literature. I contend that it may channel the company’s absorptive 
capacity towards corporate entrepreneurship. This study also enriches the literature 
of absorptive capacity by suggesting corporate mechanisms leveraging absorptive 
capacity towards more valuable innovative outputs (Lane et al., 2006). In particular, 
this study provides further insights into the inter-relationships between organisational 
factors such as reward systems or culture and absorptive capacity which have not 
been fully explored in the literature (Lane et al., 2006; Volberda et al., 2010).  
1.2.2 Study II: The moderating role of external knowledge search breadth and 
institutional market orientation 
Study II builds on the argument that the effective utilisation of absorptive capacity 
for corporate entrepreneurship is contingent on the extent to which firms are exposed 
to new external knowledge (Audretsch & Keilbach, 2007; Qian & Acs, 2013; Zahra 
& George, 2002). Scholars posit that contexts rich in new knowledge provide more 
entrepreneurial opportunities than those relatively deficient in new knowledge (Acs, 
Braunerhjelm, Audretsch, & Carlsson, 2009; Agarwal et al., 2007). As such, 
companies can more effectively benefit from their absorptive capacity for innovatory 
initiatives in contexts which are rich in new and complementary knowledge (Cohen 
& Levinthal, 1990; Zahra & George, 2002). More recent studies show that 
institutional voids such as underdeveloped intellectual property rights protection in 
less market-oriented contexts reduce firms’ incentives to invest in the development 
of new knowledge (Shinkle & McCann, 2014; Zhao, 2006) or cause them resort to 
isolating mechanisms to protect their knowledge-based discoveries (Zahra & George, 
2002). Firms operating in such contexts are likely to have less exposure to new 
knowledge, and, hence, their absorptive capacity would be under-utilised. This 
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suggests that the effect of a company’s absorptive capacity on corporate 
entrepreneurship may be dependent on the firm’s institutional context. There are two 
important questions raised by this implication: how can firms in less market-oriented 
institutional contexts mitigate the suppressive effects of their institutional context so 
that they can more effectively utilise their absorptive capacity for corporate 
entrepreneurship, and to what extent are these mechanisms subject to disparities in 
institutional contexts?  
In study II, I contend that the positive effect of absorptive capacity on corporate 
entrepreneurship is stronger in contexts with less institutional market orientation. 
However, I suggest external knowledge search breadth as a corporate mechanism 
compensating for the suppressive effect of the firm’s institutional context. External 
knowledge search breadth is defined as “the number of external sources or search 
channels that firms rely upon in their innovative activities” (Laursen & Salter, 2006, 
p. 134). Firms’ breadth of external knowledge search increases the amount and 
variety of knowledge entering their value-creation processes (Leiponen & Helfat, 
2010, 2011; Nieto & Santamaria, 2007). The more widely firms search, the greater 
the probability of gaining the knowledge leading to a valuable innovation (Laursen & 
Salter, 2006; Leiponen & Helfat, 2010). I argue that external knowledge search 
breadth as a booster of absorptive capacity benefits is more important for companies 
in less market-oriented institutional contexts. Indeed, firms operating in less market-
oriented institutional contexts can make up for the suppressive effects of the voids in 
their institutional contexts adopting the external knowledge search breadth approach. 
In this study, Australia and Iran respectively represent contexts with high and low 
levels of institutional market orientation. Figure 1.3 presents the research framework 
of study II. 
Figure  1.3 Research framework for study II 
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This study contributes to corporate entrepreneurship research by introducing two 
mechanisms at different levels, the firm and institutional contexts, shaping the effect 
of absorptive capacity on corporate entrepreneurship (Teng, 2007; Zahra et al., 
2009). This enriches the literature by showing that the effect of a firm’s absorptive 
capacity on corporate entrepreneurship varies across institutional market orientation. 
Suggesting the search breadth approach as a booster of absorptive capacity benefits, 
this study also advances our understanding of how firms can more effectively exploit 
their absorptive capacity for corporate entrepreneurship. This in particular shows the 
way that firms operating in less market-oriented institutional contexts can diminish 
the disadvantages posed by their contexts so as to more effectively exploit their 
capabilities in entrepreneurial activities (Khanna & Palepu, 1997; Peng, 2003; Peng 
& Heath, 1996). This partly responds to recent calls for the investigation of how 
institutional forces affect the effectiveness of corporate actions and approaches for 
entrepreneurial activities (Bruton, Ahlstrom, & Obloj, 2008; Hitt, Ireland, Sirmon, & 
Trahms, 2011; Welter, 2011). This study provides further insights into the absorptive 
capacity-corporate entrepreneurship relationship by showing how it is moderated by 
a firm’s institutional context and external knowledge search breadth.  
1.2.3 Study III: Networking capabilities and the mediating role of absorptive 
capacity 
Study III examines how networking capabilities promote a firm’s engagement in 
corporate entrepreneurship. The literature recognises the importance of inter-firm 
relationships in stimulating entrepreneurial activities in firms. In a seminal article, 
Eisenhardt and Schoonhoven (1996) argue that the underlying logic for developing 
inter-firm relationships is need. They posit that firms need external knowledge for 
entrepreneurial activities, particularly when they aim to be pioneers in introducing 
entrepreneurial initiatives. Teng (2007) posits that corporate entrepreneurship is 
knowledge-intensive, and firms need to develop new knowledge for it. He suggests 
that companies can fill their knowledge gaps in a timelier and more effective manner 
when developing partnerships with different actors in the market. Companies can 
gain access to knowledge held by others through developing inter-firm relationships 
(Portes, 2000; Zaheer & Bell, 2005). Greater access to knowledge diversity and 
complementarity provides more options for entrepreneurial actions and has more 
potential for filling corporate knowledge gaps (Burt, 1992, 1997; Zahra et al., 2009). 
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As such, a firm’s capabilities for finding the best partners and managing inter-firm 
relationships for better access to new and diverse knowledge could be important in 
stimulating corporate entrepreneurship.  
Scholars have recently begun to conceptualise organisational capabilities enabling 
companies to form more valuable network ties and create more value from their 
partnering relationship (Hoffmann, 2005; Kale & Singh, 2009; Sarkar et al., 2009; 
Schilke & Goerzen, 2010). Sarkar et al. (2009) have recently identified three 
dimensions of firm networking capabilities to form, develop and integrate inter-firm 
relationships with different partners: partnering pro-activeness, relational 
governance and portfolio coordination. Partnering pro-activeness concerns a firm’s 
deliberate efforts to discover and pre-empt new and promising partnering 
opportunities. Relational governance refers to “the extent to which an organisation 
engages in behavioural routines that facilitate the development of informal self-
enforcing safeguards in their relationships with various partners” (Sarkar et al., 2009, 
p. 587). Finally, portfolio coordination means “organisational processes by which a 
focal firm engages in integrating and synchronizing activities, strategies and 
knowledge flows across partners” (Sarkar et al., 2009, p. 588). Sarkar et al. (2009) 
hint that these capabilities can increase companies’ exposure to new and diverse 
knowledge in slightly different ways. Given entrepreneurial activities in firms are 
mainly based on access to new and diverse knowledge (Burt, 1992, 1997; Zahra et 
al., 2009), two important questions remain unanswered: Do networking capabilities 
stimulate a firm’s engagement in corporate entrepreneurship? If so, how do these 
capabilities foster entrepreneurial activities in the firm? 
Building on the suggestion that greater access to new and diverse knowledge fosters 
innovative initiatives in firms (Burt, 1992, 1997; Zahra et al., 2009), I first explain 
that networking capabilities promote corporate entrepreneurship through increasing a 
company‘s exposure to diverse knowledge. Scholars also propose that greater access 
to diverse and complementary knowledge enhances a firm’s potential to develop its 
absorptive capacity (Cockburn & Henderson, 1998; Zahra & George, 2002). On this 
basis I suggest that networking capabilities through developing absorptive capacity 
promote a firm’s corporate entrepreneurial outputs. The research framework for 
study III is presented in Figure 1.4.  
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Figure  1.4 Research framework for study III 
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Chapter 2: Literature review 
This chapter first defines corporate entrepreneurship and its domain, followed by an 
overview of the most important previous studies on the antecedents and causes of 
corporate entrepreneurship. Finally, it presents a critical review of the literature on 
the main constructs relating to this thesis, including absorptive capacity, networking 
capability, entrepreneurial management, institutional market orientation and external 
knowledge search breadth. 
2.1 CORPORATE ENTREPRENEURSHIP 
The idea behind corporate entrepreneurship, referring to entrepreneurial activities 
within established firms, goes back to the mid-1970s. It was first introduced by 
Peterson and Berger (1971) as a strategy and leadership style adopted by large 
organisations to cope with the increasing level of market turbulence. It took until the 
early 1980s for corporate entrepreneurship to become a separate research topic 
through the works of Burgelman (1983b) and Miller (1983), and in particular when 
Pinchot’s (1985) book on intrapreneurship was published (Christensen, 2004). 
Different labels have been used to address the phenomenon of entrepreneurship 
within existing organisations, such as corporate venturing (Burgelman, 1983b), 
intrapreneurship (Pinchot 1985), corporate entrepreneurship (Guth & Ginsberg, 
1990), internal corporate entrepreneurship (Jones & Butler, 1992) and strategic 
entrepreneurship (Hitt et al., 2011). Nevertheless, based on evidence from special 
issues of journals, it appears that corporate entrepreneurship has gained the most 
attention as the main construct (Guth & Ginsberg, 1990; Phan et al., 2009). 
Scholars have endeavoured to define the corporate entrepreneurship domain over the 
last few decades. There were initially mixed views on the scope of corporate 
entrepreneurship as it was not clearly differentiated from the common phenomenon 
of innovation or new product development in firms (Corbett et al., 2013). Guth and 
Ginsberg (1990) were among the first scholars attempting to clarify the domain by 
introducing two categories of corporate entrepreneurial activities, namely business 
venturing and strategic renewal. Business venturing refers to “the birth of new 
business within existing organisations,” and strategic renewal is defined as “the 
transformation of organisations through renewal of the key ideas on which they are 
  Chapter 2: Literature review 14 
built” (Guth & Ginsberg, 1990, p. 5). Zahra (1996) then divides corporate 
entrepreneurship into three components of innovation, venturing and strategic 
renewal. Innovation refers to “a company’s commitment to creating and introducing 
products, production processes, and organizational systems”. Venturing means “the 
firm will enter new businesses by expanding operations in existing or new markets.” 
Strategic renewal concerns “revitalizing the company’s operations by changing the 
scope of its business, its competitive approach, or both” (Zahra, 1996, p. 1715).  
Other scholars have also categorised the domain of corporate entrepreneurship in 
different ways. However, the categories mostly lie within the three categories 
conceptualised by Zahra (1996). Covin and Miles (1999), for instance, propose four 
forms of corporate entrepreneurship entailing sustained regeneration, organizational 
rejuvenation, strategic renewal and domain redefinition. Sustained regeneration 
refers to the continuous introduction of new products, services and new market 
entrance. Organisational rejuvenation is defined as changing internal processes, 
structures and/or capabilities. Strategic renewal means the redefinition of a 
company’s relationship with its markets and industry competitors by fundamentally 
changing the way it competes. These actions fundamentally reposition the firm in the 
market. Finally, domain redefinition is related to the creation of a new product-
market arena that has not been recognised or actively exploited by other companies. 
Kuratko and Audretsch (2009) also add another category to the group named 
business model reconstruction. It refers to designing or redesigning a firm’s core 
business model to enhance operational efficiencies or differentiate the company from 
its competitors in ways valued by the market. Similarly, Sharma and Chrisman 
(1999, p. 18) define corporate entrepreneurship as “the processes whereby an 
individual or a group of individuals, in association with an existing organization, 
create a new organization or strategic renewal or innovation within that organization” 
They emphasise three main categories of corporate entrepreneurship encompassing 
corporate venturing, strategic renewal and innovation in products and services. 
Some scholars differentiate internal and external corporate venturing. In internal 
corporate venturing, new businesses reside within the internal boundaries of a firm, 
yet they may act as semi-autonomous entities (Morris, Kuratko, & Covin, 2010). 
External venturing concerns “the creation of new businesses by corporations in 
which a corporation leverages external partners in an equity or non-equity inter-
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organizational relationship” (Schildt, Maula, & Keil, 2005, p. 497). Firms use 
governance modes such as corporate venture capital, non-equity alliance, joint 
ventures and acquisitions for external corporate venturing. Corporate venture capital 
refers to the development of partnerships through investments in partners for 
financial and strategic purposes. Unlike corporate venture capital involving 
ownership in the relationship with partners, a non-equity alliance is concerned with 
the development of a new business with partners based on contracts. It also differs 
from joint ventures in that the latter leads to the formation of a new legal entity by 
partners for pursuing opportunities. Acquisition refers to the internalisation of a new 
venture by purchasing the majority of the share capital of a venture (Schildt et al., 
2005). Finally, licensing means gaining access to the knowledge, innovations, 
technologies and discoveries of other firms in return for a fee (Yang et al., 2009).  
Scholars also distinguish between domestic and international venturing (Yiu, Lau, & 
Bruton, 2007; Yiu & Lau, 2008; Zahra, Neubaum, & Huse, 2000). International 
venturing is related to a firm’s venturing activities for exploiting entrepreneurial 
opportunities outside its home market (Zahra, Neck, & Kelley, 2004). Undertaking 
international venturing activities is considered to be more difficult than domestic 
venturing (Yiu et al., 2007; Zahra & Hayton, 2008). This is mainly due to the fact 
that firms in international markets are faced with the liability of foreignness arising 
from constraints, lack of knowledge of the target markets’ institutional and business 
environments and lack of legitimacy in foreign markets (Zaheer, 1995). International 
markets may also be more competitive than domestic markets (Etemad & Wright, 
2003). This may make international venturing more challenging in particular for 
firms operating in developing countries (Yiu et al., 2007). Despite the difficulties, 
globalisation and the existence of entrepreneurial opportunities in international 
markets have stimulated companies to undertake international venturing and expand 
internationally (Zahra & Hayton, 2008; Zahra et al., 2004). 
Overall, the literature review shows that scholars have mainly focused on innovation, 
corporate venturing (domestic and international) and strategic renewal as the main 
components of the corporate entrepreneurship construct. This construct has been 
used both as a single meta-construct (Bojica & Fuentes, 2012; Heavey & Simsek, 
2013; Heavey et al., 2009; Ling, Simsek, Lubatkin, & Veiga, 2008; Romero-
Martínez, Fernández-Rodríguez, & Vázquez-Inchausti, 2010; Simsek, 2007; Simsek 
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& Heavey, 2011; Simsek, Lubatkin, Veiga, & Dino, 2009; Simsek, Veiga, & 
Lubatkin, 2007; Thorgren, Wincent, & Örtqvist, 2012; Zhang, Wan, & Jia, 2008) and 
as individual components (Yiu et al., 2007; Yiu & Lau, 2008; Zahra et al., 2000) in 
the literature. In this thesis, innovation, business venturing (local and international) 
and strategic renewal are considered as the dimensions composing the corporate 
entrepreneurship construct. I select this operationalisation because these dimensions 
are different, but complementary and mutually supportive concepts. For example, 
renewing the competitive approach may increase the benefits of venturing activities, 
and new product development may make strategic renewal activities more beneficial 
(Heavey et al., 2009; Simsek, 2007; Simsek & Heavey, 2011; Simsek et al., 2007). 
As such, “treating individual components of corporate entrepreneurship as 
independent ignores their potential complementarity” (Simsek & Heavey, 2011, p. 
83). Following this recent dominant approach in the literature, I use corporate 
entrepreneurship as a single meta-construct because it better captures the synergies 
between the dimensions.  
It is also worth noting that corporate entrepreneurship encompasses the actual 
entrepreneurial acts or market-oriented results, and differs from constructs such as 
entrepreneurial orientation which are “predispositions of firms with respect to their 
strategy-making processes, practices, and activities,” that stimulate corporate 
entrepreneurship (Dess & Lumpkin, 2005; Simsek & Heavey, 2011, p. 83). 
Intrapreneurship is more focused on the individual or team as intrapreneurs are 
defined as “those who take hands-on responsibility for creating innovation” (Pinchot 
1985; Sharma & Chrisman, 1999, p. 15). Since I aim to study outputs, the corporate 
entrepreneurship construct as amongst others defined by Zahra (1996) is more 
appropriate than entrepreneurial orientation or intrapreneurship. Some examples of 
previous studies are presented in Table 2.1.  
2.1.1 Corporate entrepreneurship: Antecedents 
Studies show that corporate entrepreneurship can play an important role in achieving 
higher levels of corporate performance (Yiu & Lau, 2008; Zahra, 1991, 1995), 
growth (Zahra, 1993; Zahra & Covin, 1995) and profitability (Covin & Slevin, 
1991). Accordingly, scholars have sought to identify factors stimulating corporate 
entrepreneurship. A summary of the most important prior studies on the antecedents 
of corporate entrepreneurship is displayed in Table 2.1. 
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Table  2.1 Key studies on the antecedents of corporate entrepreneurship 
   Authors Key results Antecedent Theoretical lens Measure Dimensions 
Zahra (1991) Scanning the business environment promotes corporate 
entrepreneurship through providing relevant knowledge 
of industry trends and changes.  
Firm/ 
environment 
Knowledge-type 
lens 
New survey 
scale 
Meta-construct (innovation, 
venturing) 
Zahra (1993) Environmental hostility and hospitable business 
environment positively affect, and static environments 
negatively affect, corporate entrepreneurship. 
Environment Normative 
theory 
New survey 
scale 
Individual (innovation, 
venturing, renewal) 
Zahra (1996) There is a positive connection between executive stock 
ownership and long term institutional ownership, and 
corporate entrepreneurship. 
Top 
management 
team 
Agency theory New survey 
scale 
Individual (innovation, 
venturing, renewal) 
Zahra, 
Neubaum, and 
Huse (2000) 
Executives and outside directors’ stock ownership, 
being different persons and the medium size of the 
board positively influence corporate entrepreneurship. 
Top 
management 
team 
Agency theory Adding 
international 
venturing 
Individual (innovation, local 
and international venturing) 
Hayton (2005) Diversity of human capital in top management team 
(facilitating knowledge acquisition and triggering 
learning) enhances corporate entrepreneurship. 
Top 
management 
team/ firm 
Knowledge-
based view 
Zahra (1996) Individual (innovation, 
venturing) 
Kellermanns 
and Eddleston 
(2006) 
Willingness to change, generational involvement and 
perceived technological opportunities increase corporate 
entrepreneurship in family business. 
Firm Entrepreneurial 
thinking 
Zahra (1996) Meta-construct (innovation, 
venturing, renewal) 
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    Authors Key results    Antecedent Theoretical lens Measure Dimensions 
Yiu, Lau, and 
Bruton ( 2007) 
Firm-level ownership advantages (such as business 
and institutional ties) foster corporate 
entrepreneurship.  
Firm/ 
environment 
Knowledge-based 
view 
Zahra (1996), 
Zahra et al. 
(2000) 
Individual (innovation, 
local and international 
venturing, renewal) 
Simsek (2007) Risk taking propensity and pursuit of entrepreneurial 
initiative mediate the relationship between CEO 
tenure and performance. 
Top management 
team 
Upper echelons 
perspective 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Simsek, Veiga 
and Lubatkin 
(2007) 
Discretionary slack mediates the relationship 
between environmental perceptions and corporate 
entrepreneurship. The relationship between 
discretionary slack and corporate entrepreneurship is 
moderated by market sensing capacity.  
Firm/ 
environment 
Organisational/ 
agency theories 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Ling, Simsek, 
Lubatkin, and 
Veiga (2008) 
CEO transactional leadership through enhancing 
TMTs’ behavioural integration, risk propensity and 
decentralisation affects corporate entrepreneurship. 
Top management 
team 
Leadership theory Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Yiu and Lau 
(2008) 
Political, social and reputational capital foster 
corporate entrepreneurship and relative performance.  
Firm Knowledge-based 
view 
Zahra et al. 
(2000) 
Individual (innovation, 
local and international 
venturing) 
Simsek, Lubatkin, 
Veiga and Dino 
(2009) 
An entrepreneurial alert information system through 
providing relevant information in a timely and pro-
active manner fosters corporate entrepreneurship. 
Firm Knowledge-based 
view 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
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    Authors Key results Antecedent Theoretical lens Measure Dimensions 
Heavy, Simsek, 
Roche and Kelly 
(2009) 
Managerial uncertainty preference and 
environmental dynamism moderate the relationship 
between decision comprehensiveness and corporate 
entrepreneurship. 
Top management 
team/environment 
Strategic 
decision making 
theory 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Romero-
Martinez et al. 
(2010) 
Privatisation improves corporate entrepreneurship 
when firms are operating in highly competitive 
industries. 
Firm/environment Agency theory Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Thorgren, 
Wincent and 
Örtqvist (2012) 
Relational capital among partners through 
knowledge transfer promotes corporate 
entrepreneurship. 
Firm Knowledge-
based view 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
Heavey and 
Simsek (2013) 
Top management team’s size, diversity and network 
size raise the level of corporate entrepreneurship.  
Top management 
team/environment 
Knowledge-
based view 
Zahra (1996) Meta-construct 
(innovation, venturing, 
renewal) 
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These studies can be categorised into three groups of top management team (Hayton, 
2005; Heavey & Simsek, 2013; Ling et al., 2008; Simsek, 2007; Zahra, 1996; Zahra 
et al., 2000), firm (Kellermanns & Eddleston, 2006; Simsek et al., 2009; Thorgren et 
al., 2012; Yiu et al., 2007; Yiu & Lau, 2008) and environment (Heavey et al., 2009; 
Romero-Martínez et al., 2010; Simsek et al., 2007; Zahra, 1991, 1993) in terms of 
their level of analysis as shown in Figure 2.1. 
Figure  2.1 A model of corporate entrepreneurship’s antecedents in the literature 
 
Previous research has also argued the origins of corporate entrepreneurship from the 
knowledge-based view (Grant, 1996) as summarised in Table 2.1. This view mainly 
considers knowledge as the most important and strategic resource in firms. The main 
premise of this theory is that corporate innovative activities are essentially a function 
of firms’ capabilities to effectively combine and coordinate internal and external 
Top management team 
- Stock ownership  
- Size, diversity, network size 
- Behavioural integration 
- Decentralization of 
responsibilities 
- Risk taking propensity 
- CEO tenure 
- CEO transformational 
leadership 
- Decision comprehensiveness 
- Human capital 
- Social capital 
Environment 
- Hostility 
- Munificence 
- Complexity 
- Dynamism 
Firm 
- Organisational structure 
- Discretionary slack 
- Social and political capital 
- Institutional and business ties 
- Reputational capital 
- Relational capital 
- Management capabilities  
- Technological capabilities 
- Alert information system 
 
Corporate entrepreneurship 
- Innovation 
- Venturing  
- Strategic renewal 
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knowledge resources. Zahra (1991), for example, concludes that scanning, referring 
to formal efforts for collecting, analysing, and interpreting data of the external 
environment, increases a firm’s level of corporate entrepreneurship. Hayton (2005) 
argues that diversity of human capital in the top management team by facilitating 
knowledge acquisition and triggering learning enhances corporate entrepreneurship. 
Yiu et al. (2007) posit that firm-specific ownership advantages such as technological 
capabilities and business and institutional ties foster corporate entrepreneurship. Yiu 
and Lau (2008) suggest that a firm’s political, social and reputational capital enhance 
the firms’s engagement in corporate entrepreneurhsip. Simsek et al. (2009) argue that 
a company’s alert information system increases corporate entrepreneurship through 
providing relevant information in a timely and pro-active manner. Thorgren et al. 
(2012) contend that relational capital among partners through knowledge transfer 
promotes corporate entrepreneurship. Finally, Heavey and Simsek (2013) conclude 
that top management team’s size, diversity and network size increase the level of 
corporate entrepreneurship.  
This review of the literature shows that previous research has investigated the effect 
of different organisational and environmental factors on corporate entrepreneurship. 
However, there is little evidence about the role of a firm’s absorptive capacity 
(Cohen & Levinthal, 1990; Lane et al., 2006) and networking capabilities (Sarkar et 
al., 2009) in stimulating corporate entrepreneurship. Yet, the potential importance of 
these capabilities has been suggested in more recent studies (Qian & Acs, 2013; 
Sarkar et al., 2009; Simsek et al., 2003; Teng, 2007; Zahra et al., 2009). The 
significance of sourcing new external knowledge and blending it with a firm’s 
internal knowledge base is also signaled by the aforementioned empirical studies, 
adopting the knowledge-based view (Grant, 1996). Moreover, the literature does 
little to explain how a company’s external knowledge search approach (Laursen & 
Salter, 2006) and entrepreneurial management (Brown et al., 2001; Stevenson, 1983) 
may foster corporate entrepreneurship. Finally, while previous studies have posited 
the importance of the business environment in promoting corporate entrepreneurship, 
little attention has been paid to a firm’s institutional context. Recently, scholars have 
called for the examination of the way institutional forces shape firms’ approaches to 
corporate entrepreneurship (Bruton et al., 2008; Hitt et al., 2011; Welter, 2011; Zahra 
& Wright, 2011). The following sections explain the concepts of absorptive capacity 
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and networking capability in more detail, and present an overview of key prior 
studies on these constructs. I next synthesise the literature to posit missing links in 
previous research. This chapter concludes with a review of the literature on 
entrepreneurial management, institutional market orientation and knowledge search 
breadth.  
2.2 ABSORPTIVE CAPACITY 
Absorptive capacity (ACAP) is one of the most valued concepts introduced in recent 
decades (Lane et al., 2006). This construct has been widely used and tested in 
different fields such as strategic management, knowledge management and open 
innovation. It was first introduced by Cohen and Levinthal (1989) in an article 
wherein it was posited that Research and Development (R&D) activities not only 
create new knowledge and innovation, but also improve a firm’s ability to identify, 
assimilate, and exploit knowledge from external boundaries of the firm. They called 
this ability “learning” or “absorptive capacity.” Although the term of absorptive 
capacity had already been used by other scholars, such as Kedia and Bhagat (1988), 
the paper subsequently presented by Cohen and Levinthal (1990) is generally 
considered the foundation of the concept due to its theoretical contributions 
(Volberda et al., 2010).  
Guided by perceptions from memory development and cognitive theories, Cohen and 
Levinthal (1990, p. 128) revised their initial definition (1989) by defining absorptive 
capacity as “the ability of a firm to recognize the value of new, external information, 
assimilate it, and apply it to commercial ends”. They state that this capability is 
essentially a function of a firm’s prior related knowledge affecting its innovative 
capabilities. Based on insights from learning and cognitive theories, they first argue 
that memory development in human beings is self-reinforcing, and new knowledge is 
recorded into an individual’s memory by creating connections with pre-existing 
concepts and knowledge. Therefore, the breath and differentiation of categories, as 
well as their connections influence the understanding of new knowledge. This 
implies that a significant body of knowledge should be accumulated for making 
sense of more complex phenomena which means that absorptive capacity is path-
dependent. Cohen and Levinthal (1990, p. 132) then posit that the concept of 
absorptive capacity and the learning processes are also applicable at a firm level. 
However, it is not simply the sum of employees’ absorptive capacities in the firm. 
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They argue that “the structure of communication between the external environment 
and the organization,” and among “the subunits of the organization” and “the 
character and distribution of expertise within the organization” influence a firm’s 
absorptive capacity. In summary, Cohen and Levinthal’s core argument was that the 
main reason why some firms are able to value, understand, and apply new knowledge 
with less cost and effort than others is that they have already invested in cultivating 
their absorptive capacity. They also consider absorptive capacity as “an important 
part of a firm’s ability to create new knowledge” (Cohen & Levinthal, 1989, p. 570). 
After the publication of Cohen & Levinthal’s (1990) seminal article, scholars have 
endeavoured to revise the initial concept and provide different conceptualisations of 
absorptive capacity. A summary of different definitions and conceptualisations of 
absorptive capacity is presented in Table 2.2. Heeley (1997), for example, 
decomposes absorptive capacity into three distinct elements of external knowledge 
acquisition, intra-firm knowledge dissemination and technical competence. He 
contends that external knowledge acquisition and internal knowledge dissemination 
are respectively consistent with identification and assimilation functions, introduced 
by Cohen & Levinthal (1990). Technical competence, resulting mainly from 
Research and Development (R&D) activities, also reflects a firm’s ability to exploit 
external knowledge. This capability impacts firms’ ability to understand and 
assimilate new external knowledge. He suggests that these distinct elements provide 
a better and more accurate picture of a firm’s absorptive capacity and also increase 
measurement opportunities (Heeley, 1997).  
Lane and Lubatkin (1998) provided a re-conceptualisation of absorptive capacity. 
They believe that previous definitions of absorptive capacity imply that firms have 
equal capacity to gain knowledge and learn from all companies. They suggest that as 
knowledge is mostly embedded in the social context of a firm, a dyad and interactive 
learning approach should also be considered in inter-organisational learning. In other 
words, the relative attributes of the two firms determine a firm’s ability to learn from 
another company. As such, considering absorptive capacity in the strategic alliance 
context, Lane and Lubatkin (1998) introduce the term of relative absorptive capacity 
as a learning dyad-level construct. They propose that the ability of a firm to learn 
from another firm is contingent on similarities in their knowledge bases, firm 
structures and compensation practices. Lane and Lubatkin (1998) emphasise that the  
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Table  2.2 Definitions and dimensions of absorptive capacity in literature 
    Authors Definition          Dimension        Contribution 
Cohen and Levinthal 
(1989, 1990) 
ACAP refers to a firm’s ability to recognise the value of new, 
external information, assimilate it and apply it to commercial ends. 
Recognition, assimilation, 
application 
Introducing the concept in an 
organisational context 
Heeley (1997) ACAP includes external knowledge acquisition, internal knowledge 
dissemination and technical competence, residing essentially from 
prior research and development activities. 
Acquisition, dissemination, 
technical competence 
Decomposing ACAP construct 
into three distinct elements 
Lane and Lubatkin 
(1998) 
Relative ACAP, referring to the ability of a firm to learn from 
another firm, is contingent on similarities in knowledge bases, 
organizational structures and compensation practices and dominant 
logics of both firms. 
Acquisition, dissemination, 
commercialisation 
Introducing the concept of 
relative ACAP 
Zahra and George 
(2002) 
ACAP is a dynamic organizational capability encompassing 
organisational processes and routines, through which companies 
acquire, assimilate, transform and apply external knowledge. 
Recognition, assimilation, 
transformation, exploitation 
Introducing ACAP as a 
dynamic capability consisting 
of four dimensions. 
Lane, Koka and 
Pathak (2006) 
ACAP is a firm’s capability to recognise potentially valuable new 
knowledge through exploratory learning, assimilate valuable new 
knowledge through transformative learning, and use the assimilated 
knowledge. 
Recognition, assimilation 
through transformation, 
exploitation 
Introducing a process-based 
definition of ACAP 
Todorva and Durisin 
(2007) 
ACAP is a firm’s ability to recognise the value of external 
knowledge, acquire, assimilate or transform and exploit external 
knowledge. 
Recognition, assimilation 
or transformation, 
exploitation 
Introducing a new 
conceptualisation of ACAP 
Biedenbach and 
Müller (2012); 
Tranekjer and 
Knudsen (2012) 
ACAP is a firm’s capability to benefit from external knowledge 
through exploratory, transformative and exploitative learning 
processes. 
Recognition, assimilation, 
maintenance, reactivation, 
transmutation, application 
Adding transformative 
learning to exploratory and 
exploitative learning 
processes. 
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first dimension of absorptive capacity, acquisition, largely depends on the similarity 
in scientific, technical and academic knowledge of the two firms. This reflects the 
know-what portion in their knowledge bases. The second dimension of absorptive 
capacity, assimilation, is contingent on the resemblance of the two firms’ knowledge 
processing displaying the know-how part in their knowledge bases. Finally the third 
dimension of absorptive capacity, commercialisation, depends on similarities in their 
commercial goals which shows the know-why portion in their knowledge base. 
An major reconceptualisation of the absorptive capacity construct was published in 
the Academy of Management Review in 2002 by Zahra and George (2002). They 
argue that absorptive capacity is embedded in organisational processes and routines 
through which firms acquire, assimilate, transform and apply external knowledge. 
They suggest two subsets of absorptive capability: potential absorptive capacity 
encompassing knowledge acquisition and assimilation processes and realised 
capacity comprising knowledge transformation and exploitation capabilities. 
Acquisition refers to “a firm’s capability to identify and acquire externally generated 
knowledge that is critical to its operations.” The assimilation dimension is defined as 
“the firm’s routines and processes that allow it to analyse, process, interpret and 
understand the information obtained from external sources” (Zahra & George, 2002, 
p. 189). Transformation is defined as “a firm’s capability to develop and refine the 
routines that facilitate combining existing knowledge and the newly acquired and 
assimilated knowledge” (Zahra & George, 2002, p. 190). This can be achieved 
through adding or eliminating knowledge or interpreting the same knowledge in a 
different and innovative way. Eventually, exploitation concerns a company’s ability 
to “refine, extend, and leverage existing competences or to create new ones by 
incorporating acquired and transformed knowledge into its operations” (Zahra & 
George, 2002, p. 189). The outcomes of exploitation can be the expanding of existing 
routines, new goods, systems, process, knowledge or new organisational forms.  
Zahra and George (2002) contend that potential absorptive capacity and realized 
absorptive capacity play separate, yet complementary roles. This implies that the 
existence of either potential absorptive capacity or realised absorptive capacity in 
organizations does not necessarily result in innovation. A company may have the 
ability to acquire and assimilate external knowledge, and repeatedly renew its 
knowledge stock. However, it may not be able to exploit the assimilated knowledge 
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by incorporating it into its operations. That way, the firm pays for knowledge 
acquisition without gaining from the investments. On the other hand, focusing on 
only transformation and exploitation may lead the firm to a “competence trap,” 
reducing the company’s ability to respond to environmental changes (Ahuja & 
Morris Lampert, 2001).  
Zahra and George’s conceptualisation of absorptive capacity was operationalised by 
Jansen, Van Den Bosch and Volberda (2005) exploring the impact of corporate 
mechanisms on the potential and realised components of absorptive capacity. They 
operationalised absorptive capacity as a capability rather than using proxies (such as 
research and development investments or the number of educated employees) for 
measuring absorptive capacity. They used a survey instrument, which seems to have 
become the dominant approach for measuring absorptive capacity as an 
organisational capability. 
Lane et al. (2006) also suggest a capability-based model of absorptive capacity. They 
propose that absorptive capacity is a company’s ability to make use of new external 
knowledge through three sequential processes: (1) the recognition and understanding 
of potentially valuable new knowledge through exploratory learning; (2) the 
assimilation of valuable new knowledge through transformative learning; and (3) the 
use of the assimilated knowledge to generate new knowledge and commercial 
outputs through exploitative learning. The main difference between this definition 
and Zahra and George’s (2002) conceptualisation is that in this model transformation 
is not a phase happening after assimilation, but new knowledge is assimilated by 
being combined with existing knowledge through transformative learning. 
Todorova and Durisin (2007), however, questioned Zahra and George’s (2002) and 
Lane et al’s (2005) conceptualisation by defining absorptive capacity as a firm’s 
ability to recognise the value of external knowledge, acquire, assimilate or transform, 
and exploit external knowledge. According to this definition, transformation is not a 
consequence of the assimilation step, but it can be considered as an alternative to 
assimilation. They point out that when there is a fit between new knowledge and 
existing cognitive schemes, new knowledge is assimilated and then directly 
exploited. Conversely, when new knowledge does not fit existing cognitive schemes, 
these structures should be alerted and modified to adapt to new knowledge and a 
situation which cannot be assimilated. Another difference between this definition and 
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Zahra and George’s model is that they reintroduce the concept of recognising the 
value of external knowledge which was used in Cohen and Levinthal’s (1990) 
original conceptualisation, but disregarded by Zahra and George (2002). However, 
Todorova and Durisin’s (2007) conceptualisation has not been subject to empirical 
study to date.  
Scholars have recently pointed to the importance of transformative capability as a 
complementary dimension of the exploratory and exploitative learning processes
1
 
(Biedenbach & Müller, 2012; Garud & Nayyar, 1994; Kim, Akbar, Tzokas, & Al-
Dajani, 2013; Schleimer & Pedersen, 2013; Tranekjer & Knudsen, 2012). This 
research stream argues that due to time lags in developing markets, complementary 
knowledge and technologies, companies may not be able to apply new assimilated 
knowledge for commercial purposes straight away. As such, firms should also be 
able to retain knowledge over time to finally reactivate it in appropriate time for 
innovative outputs. This learning process, which was first conceptualised by Garud 
and Nayyar (1994) as a firm’s transformative capability, links the exploratory and 
exploitative components. These learning processess are complementary and their 
effects on coporate innovative outputs depend on one another. These complementary 
processess altogether create a difficult-to-imitate capability and differentiate firms in 
their innovation performance.  
Overall, an investigation of the related literature indicates that since the introduction 
of the absorptive capacity construct, scholars have attempted to clarify different 
aspects of this concept. Two important approaches have been taken to this construct. 
Some researchers have considered absorptive capacity as a static resource in firms 
and used Research and Development (R&D) investments, the number of patents and 
educated persons as proxies for absorptive capacity (e.g., Escribano, Fosfuri, & 
Tribó, 2009; Huang & Rice, 2009). Examples of these studies are presented in Table 
2.4. This approach, however, has been challenged by a second group of researchers, 
who take a capability-based approach (Biedenbach & Müller, 2012; Flatten, Engelen, 
Zahra, & Brettel, 2011; Heeley, 1997; Lane et al., 2006; Lewin, Massini, & Peeters, 
2011; Todorova & Durisin, 2007; Zahra & George, 2002). This latter group contends 
that proxies consider absorptive capacity as a static resource in companies rather than 
                                               
 
1 This argument was also largely argued in Lichtenthaler’s (2009) paper in the Academy of 
Management Journal which was formally retracted by the journal in December 2013.  
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a capability (Lane et al., 2006). Moreover, these proxies do not reflect the complexity 
of this capability’s dimensions and the content of knowledge (Coombs & Bierly, 
2006; Flatten et al., 2011). They also limit absorptive capacity to specific contexts or 
industries (Lane et al., 2006; Lewin et al., 2011). More importantly, considering 
absorptive capacity as a capability and a higher order resource seems to be more 
consistent with the resource-based view suggesting that superior performance mainly 
originates from higher order resources which are difficult to obtain and imitate, and 
built over time (Makadok, 2001). The latter stream essentially considers absorptive 
capacity as a capability embedded in firms’ routines and processes for acquisition, 
assimilation and exploitation of new external knowledge (Lane et al., 2006). Thus, I 
adopt a capability-based approach to absorptive capacity to overcome limitations 
accompanied with the proxies. I also think that the recent approach, considering all 
the exploratory, transformative and exploitative learning processes, adopts a more 
comprehensive view of a company’s absorptive capacity. Following the literature 
(Biedenbach & Müller, 2012; Schleimer & Pedersen, 2013; Tranekjer & Knudsen, 
2012), I use absorptive capacity as a single three-dimensional meta-construct to 
consider the potential complementarity of the dimensions. 
2.2.1 Absorptive capacity and organisational outputs 
In their seminal article, Cohen and Levinthal (1990) argue that absorptive capacity is 
the main part of a company for developing new knowledge. They suggest that this 
capability enhances innovative activities in firms through making sense of new 
external knowledge and learning to do different things. Prior studies have been 
devoted to investigating the impact of absorptive capacity on corporate outcomes. A 
summary of these studies is presented in Table 2.3. Building on the knowledge-based 
view (Grant, 1996) and learning theories, a significant body of the literature posits 
that absorptive capability influences corporate outputs such as performance, 
innovation, responsiveness and competitive advantage through enriching knowledge 
bases in firms (Arbussa & Coenders, 2007; Chen, Lin, & Chang, 2009; Cohen & 
Levinthal, 1990; Escribano et al., 2009; Gao, Xu, & Yang, 2008; George, Zahra, 
Wheatley, & Khan, 2001; Gray, 2006; Huang & Rice, 2009; Kim et al., 2013; 
Kostopoulos, Papalexandris, Papachroni, & Ioannou, 2011; Liao, Welsch, & Stoica, 
2003; Liao, Fei, & Chen, 2007; McKelvie, Wiklund, & Short, 2007; Nieto & 
Quevedo, 2005; Zhou & Li, 2012). 
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Table  2.3 Example of prior studies on the impact of absorptive capacity on organisational outputs  
    Authors    Subject         Key results Level Measure Dimensions 
George et al. 
(2001) 
ACAP and 
innovation 
performance 
ACAP positively affects innovation 
performance in biopharmaceutical 
firms. 
Firm R&D investments and the number of 
patents  
Acquisition, assimilation, 
exploitation 
Liao et al. 
(2003) 
ACAP and 
responsiveness 
ACAP increases a firm’s 
responsiveness. 
Firm Scales measuring external knowledge 
acquisition and intra-firm 
dissemination 
Acquisition, dissemination 
Jansen et al. 
(2005) 
Organisational 
mechanisms and 
ACAP 
Organisational mechanisms related 
to coordination and socialisation 
capabilities differently affect 
potential and realised ACAP. 
Firm Scales measuring potential and 
realised ACAP 
Acquisition, assimilation, 
transformation, exploitation 
Gray (2006) ACAP, growth 
orientation and 
performance 
ACAP influences growth 
orientation, tendency to innovate 
and performance. 
Firm Levels of education, staff development Acquisition, assimilation 
Arbussa and 
Coenders 
(2007) 
ACAP and 
innovative 
activities 
The capability to scan the external 
environment and integrate new 
technology influences innovative 
activities. 
Firm External environment scanning and 
integrating external knowledge 
Environment scanning, 
integration 
Liao, Fei and 
Chen (2007) 
Knowledge 
sharing, ACAP 
and innovation 
capability 
ACAP mediates the relationship 
between knowledge sharing and 
innovation capacity, leading to 
competitive advantage. 
Firm Employee’s ability and employee’s 
motivation 
Acquisition, dissemination, 
transformation, exploitation 
McKelvie et 
al. (2007) 
ACAP and 
innovation  
All dimensions of ACAP affect 
innovation in new ventures. 
Firm Scales measuring four dimensions of 
ACAP 
Acquisition, dissemination, 
transformation, exploitation 
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    Author     Subject            Key results Level           Measure Dimensions 
Gao, Xu and 
Yang (2008) 
Managerial ties, 
ACAP and 
innovation 
ACAP moderates the relationship 
between managerial ties and 
innovation. 
Firm R&D human capital  Acquisition, dissemination, 
transformation, exploitation 
Kostopoulos et 
al. (2011) 
ACAP, 
innovation, and 
financial 
performance 
ACAP mediates the relationship 
between external knowledge flows 
and innovation performance, 
affecting performance. 
Firm R&D expenditures, training, level of 
education, R&D activities such as 
prototypes 
Acquisition, dissemination, 
transformation, exploitation 
Huang and 
Rice (2009) 
ACAP and open 
innovation 
ACAP moderates the negative 
effects networking and technology 
buy-in on innovation performance. 
Firm Training intensity Acquisition, absorption 
Chen, Lin and 
Chang (2009) 
ACAP and 
innovation 
ACAP influences innovation 
performance, resulting in 
competitive advantage. 
Firm Scales measuring four dimensions of 
ACAP such as the ability to apply 
external knowledge and invent new 
products 
Acquisition, dissemination, 
transformation, exploitation 
Escribano, 
Fosfuri and 
Tribo (2009) 
External 
knowledge 
flows and 
ACAP 
The relationship between 
involuntary external knowledge 
flows and innovation performance 
is moderated by ACAP. 
Firm R&D expenditures, a fully staffed 
R&D department, training, the ratio of 
scientists and researchers to total 
employees 
Acquisition, assimilation, 
exploitation 
Biedenbach 
and Müller 
(2012) 
ACAP and 
performance  
ACAP influences short- and long-
term project performance and 
portfolio performance. 
Firm Scales measuring three dimensions of 
ACAP 
Exploratory, 
transformative, exploitative 
learning 
Kim et al. 
(2013) 
ACAP and 
innovation. 
ACAP mediates the relationship 
between systems thinking and 
innovation. 
Firm Scales measuring three dimensions of 
ACAP  
Exploratory, 
transformative, exploitative 
learning 
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2.2.2 Absorptive capacity and moderators 
Scholars have recently begun to understand mechanisms affecting the absorptive 
capacity-corporate output relationships. Some examples of the studies investigating 
the factors moderating the impact of absorptive capacity on corporate outputs are 
summarised in Table 2.4. Liao et al. (2003), for example, conclude that firms with a 
more proactive strategic orientation use their absorptive capacity with more intensity. 
As such, pro-activeness positively moderates the relationship between absorptive 
capacity and responsiveness. Wales, Parida and Patel (2012), in the same way, argue 
that strategic orientations such as innovativeness, risk-taking and pro-activeness 
through encouraging companies to capitalise on their knowledge-based discoveries 
enhance the association between absorptive capacity and financial performance. 
They suggest that the relationship between a firm’s absorptive capacity and financial 
performance is non-linear, yet entrepreneurial orientation mitigates the reduction in 
corporate financial performance. 
Table  2.4 Example of prior studies on the moderating impact of organisational and environmental 
factors on the absorptive capacity-corporate output relationships 
    Authors Key results Level      Measure 
Liao et al. 
(2003) 
ACAP increases responsiveness, and 
the relationship is moderated by pro-
activeness and environmental 
turbulence. 
Firm Scales measuring 
external knowledge 
acquisition and intra-
firm dissemination 
Laursen and 
Salter (2006) 
Absorptive capacity and external 
search breadth are complementary in 
shaping innovative performance. 
Firm R&D investments 
Grimpe and 
Sofka (2009) 
External search pattern moderates the 
relationship between absorptive 
capacity and innovation success. 
Firm R&D investments 
Wales et al. 
(2012) 
Entrepreneurial orientation mitigates 
the reducing impact of absorptive 
capacity on financial performance. 
Firm Scales measuring 
absorptive capacity 
 
Scholars also argue the importance of the external knowledge search approach and 
pattern in more effective utilisation of absorptive capacity. Laursen and Salter (2006, 
p. 134) define external knowledge search breadth as “the number of external sources 
or search channels that firms rely upon in their innovative activities.” It is considered 
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as a strategic approach for engaging more external knowledge sources in internal 
value-creation processes (Chesbrough, 2007; Drechsler & Natter, 2012; Laursen & 
Salter, 2006). Laursen and Salter (2006) argue that firms may miss opportunities due 
to lack of openness. Grimpe and Sofka (2009) also investigate the moderating effect 
of a firm’s external knowledge search pattern in the relationship between absorptive 
capacity and innovation success. They explain that in low technological sectors the 
impact of a firm’s absorptive capacity on innovation success is greater when firms 
adopt a search pattern targeting market knowledge from competitors and customers. 
In contrast, for companies in high technological sectors, a search pattern targeting 
technological knowledge from universities and suppliers amplifies the effect of 
absorptive capacity on innovation success. Finally, the literature addresses the role of 
business environment in absorptive capacity-firm output relationships. Liao et al. 
(2003), for instance, posit that that absorptive capacity has more effect on a firm’s 
responsiveness in more turbulent business environments. 
2.3 NETWORKING CAPABILITY 
Companies may also need networking capability to effectively benefit from external 
knowledge resources and flows. Different terms have been used in the literature to 
address the phenomenon of inter-firm relationships such as “relational capability” 
(Lorenzoni & Lipparini, 1999), “network competence” (Ritter, 1999), “cooperative 
competency” (Sivadas & Dwyer, 2000), “alliance capability” (Kale, Dyer, & Singh, 
2002),“alliance competence” (Lambe, Spekman, & Hunt, 2002) “relational 
competency” (Phan, Styles, & Patterson, 2005), “collaboration capabilities” 
(Blomqvist & Levy, 2006), “network capabilities” (Walter, Auer, & Ritter, 2006), 
“networking capability” (Chen, Zou, & Wang, 2009), “alliance portfolio 
management” (Sarkar et al., 2009), and “alliance management capability” (Schilke & 
Goerzen, 2010; Schreiner, Kale, & Corsten, 2009). These terms are mostly used 
interchangeably, and some of them have high similarities and overlaps. However, 
they can be divided into different groups in terms of their content (constituting versus 
underlying factors), conceptual and operational definitions, and levels of analysis 
(individual, firm, dyad/network and multi-level). A summary of prior studies on 
networking capabilities is presented in Table 2.5. 
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Table  2.5 Examples of prior studies on networking capability 
    Authors    Term Definition Level          Measure    Outcome 
Lorenzoni and 
Lipparini (1999) 
Relational 
capability 
A firm’s capability to interact with other 
companies. 
Firm Abortion, combination, 
coordination 
Growth and 
innovativeness 
Ritter (1999) Network 
competence 
A firm’s capability to develop and use inter-
firm relationships. 
Firm Task execution, qualifications Innovation success 
Sivadas and 
Dwyer (2000) 
Cooperative 
competency 
A property of relationships among 
participant organisations in new product 
development composed of trust, 
communication and coordination. 
Dyad/ 
network 
Trust, communication, 
coordination 
New product 
development success 
Kale, Dyer and 
Singh (2002) 
Alliance 
capability 
A firm’s capability to accumulate, store, 
integrate, and diffuse relevant 
organisational knowledge acquired through 
individual and organisational experience. 
Firm Alliance experience, a dedicated 
alliance function 
Long-term alliance 
success 
Lambe, 
Spekman and 
Hunt (2002) 
Alliance 
competence 
A firm’s capability to find, develop and 
manage alliance. 
Dyad/ 
network 
Alliance experience, alliance 
manager development capability, 
partner identification tendency 
Alliance success 
Phan, Styles and 
Patterson (2005) 
Relational 
competency 
Managers’ capability to initiate and 
maintain interpersonal relationships. 
Individual Relationship initiation 
competence, maintenance 
competence 
Partnership 
performance 
Blomqvist and 
Levy (2006) 
Collaboration 
capability 
The actor’s capability to build and manage 
network relationships. 
Multi-level Mutual trust, communication, 
commitment 
Performance 
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    Authors     Term Definition Level                    Measure    Outcome 
Walter et al. 
(2006) 
Network 
capabilities 
A firm’s capability to initiate, maintain and 
utilise relationships with various external 
partners. 
Firm Coordination, relational skills, partner 
knowledge, internal communication 
Performance 
Parida, 
Pemartín and 
Frishammar 
(2009) 
Networking 
capability 
A firm’s capability to initiate, maintain and 
utilise relationships with various external 
partners. 
Firm Initiation, coordination, relational skills, 
partner knowledge, internal 
communication 
Performance 
Chen, Zou and 
Wang (2009) 
Networking 
capability 
A firm’s capability to identify, establish, 
coordinate and develop relationships with 
different players in the market. 
Firm Recognition, communication, 
coordination, pro-activeness 
Performance 
Schreiner, Kale 
and Corsten 
(2009) 
Alliance 
management 
capability 
A firm’s capability to effectively manage an 
individual alliance. 
 
Firm Coordination, communication, bonding. Alliance 
performance 
Sarkar, Aulakh 
and Madhok 
(2009) 
Alliance portfolio 
management 
capability 
A firm’s capability to form, develop and 
integrate relationships with different 
partners. 
Firm Partnering pro-activeness, relational 
governance, portfolio coordination 
Performance 
Schilke and 
Goerzen (2010) 
Alliance 
management 
capability 
A firm’s capability to effectively manage 
their portfolio of strategic alliance. 
Firm Organisational coordination, alliance 
portfolio coordination, inter-organisational 
learning, alliance pro-activeness, alliance 
transformation 
Performance 
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There are two main streams of research addressing required capabilities for more 
effective inter-firm relationships and partnerships. The first research stream stresses 
capability building and deals with mechanisms through which firms can create and 
develop networking capabilities. Kale et al. (2002, p. 749), for example, define 
“alliance capability” as a firm-level capability “to accumulate, store, integrate, and 
diffuse relevant organizational knowledge acquired through individual and 
organizational experience”. They argue a dedicated alliance function as a proxy for 
alliance capability. Similarly, Lambe et al. (2002) and Anand and Khanna (2000) use 
alliance experience as an underlying factor for alliance competence referring to a 
firm’s ability to find, develop and manage its alliances. The second stream of 
research focuses on the constituting elements of a firm’s network capability. This 
stream is still in its infancy, and there are few studies explaining and determining the 
exact nature of this construct (Kale et al., 2002; Sarkar et al., 2009; Schilke & 
Goerzen, 2010). These studies can be divided into the following four groups in terms 
of their analysis levels.  
The first set of scholars investigates inter-firm relationships at the individual level, 
and explores individuals’ qualities and skills as determining factors for successful 
partnering. Buckley, Glaister and Husan (2002), for instance, investigate partnering 
skills in the context of international joint ventures. They suggest the ability to align 
with partners’ cultures, communication and negotiation skills, and ambiguity 
management ability as the most necessary partnering skills for managers to succeed 
in international joint ventures. Phan et al. (2005), likewise, attribute partnership 
failures to the inability of managers to form and maintain successful relationships. 
They conceptualise initiation competence as a manager’s ability for connections with 
others as measured by assertiveness, dominance, instrumental competence, shyness 
and social anxiety. Maintenance competence also refers to maintaining relationships 
as measured by intimacy, trusting ability, interpersonal sensitivity, altruism and 
perspective taking. 
The second set of studies considers the dyad/network or relationship as the unit of 
analysis. Dyer and Singh (1998), for example, introduce the relational view of the 
firm, and focus on relationships between firms as their unit of analysis. They suggest 
four potential sources of inter-firm competitive advantage, which are relationship 
specific assets, knowledge sharing routines, complementary resources or capabilities 
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and effective governance. They argue that relational rents originate from both 
partners’ complementary resources and relational capabilities in the dyad or all 
partners in the network. As such, a firm’s relational capability is insufficient for 
relational rents. In the same way, Sivadas and Dwyer (2000)conceptualise 
“cooperative competency” as a property of relationships among participant 
organisations in new product development. It is composed of trust, communication 
and coordination. They contend that a high level of a firm’s partnership capability 
will not alone guarantee a high level of cooperative competency and new product 
development success. 
A small number of researches have also adopted a multi-level unit of analysis. This 
stream of research focuses on different levels including individual, team, intra-
organisational and inter-organisational levels for analysing inter-firm relationships. 
Tyler (2001, p. 4), for example, defines cooperative capabilities as “process by which 
individuals, groups, and organisations come together, interact, and form 
psychological relationships for mutual gain or benefit.” Similarly, Blomqvist and 
Levy (2006, p. 40) conceptualise “collaboration capability” as “the actor’s capability 
to build and manage network relationships based on mutual trust, communication 
and commitment.” They suggest that this capability is more important in dynamic 
and uncertain environments in which coordinating actives are more necessary. 
Finally, a group of scholars have examined networking capability as a firm-level 
capability, an approach this thesis follows. There are two branches in this research 
stream. Initially researchers focused on a firm’s capability to manage a single inter-
firm relationship (e.g., Ritter & Gemünden, 2003; Walter et al., 2006). However, 
more recently scholars have contended that firms should be able to manage their set 
of networks as a portfolio to more effectively benefit from complementarities and 
synergies among their network relationships (Kale & Singh, 2009; Sarkar et al., 
2009; Schilke & Goerzen, 2010). As I further explain at the end of this section, I 
adopt this latter approach, which has gained increasing prominence. The remainder 
of this section examines a number of prior studies in both branches of research, 
followed by an argument justifying the approach in this thesis. 
Lorenzoni and Lipparini (1999) define “relational capability” as a firm’s capability to 
interact with other firms based on abortion, combination and coordination. In a 
qualitative study they argue that a firm’s relational capability affects its growth and 
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innovativeness. However, Ritter (1999) is considered the first researcher introducing 
the concept of “network competence” as a measurable construct. He defines network 
competence as a firm’s ability to develop and use inter-firm relationships, as 
measured by the degree of network management qualifications and execution of the 
network management task. His empirical study indicates that the availability of 
internal resources, network orientation of human resource management, integration 
of communication structure, and openness of corporate culture affect a firm’s 
network competence. Other studies show that network competence positively 
impacts the degree of innovation success in companies (Ritter & Gemünden, 2003). 
Furthermore, a firm’s business strategy through developing its technological network 
competences improves firms’ innovation success (Ritter & Gemünden, 2004). 
Walter et al. (2006, p. 546), likewise, conceptualise “network capabilities” as a firm-
level capability. It is defined as a firm’s ability “to initiate, maintain, and utilize 
relationship with various external partners.” Walter et al. (2006) argue that this 
capability enables companies to gain access to resources held by other actors such as 
customers, suppliers, competitors and public research institutions. Networking 
capabilities entail four components of coordination, relational skills, partner 
knowledge and internal communication. These dimensions are mutually supportive. 
For example, high levels of partner knowledge and internal communication lead to 
better coordination, or partner knowledge can result from high levels of coordination 
and relational skills. Internal coordination facilitates the collection of information for 
better partner knowledge. Coordination activities are “boundary-spanning activities 
connecting the firm to other firms and connecting different individual relationships 
into a network of mutually supportive interactions” (Walter et al., 2006, p. 547). 
Relational skills focus on the extent to which the company can cultivate and shape 
close relationships with other partners. It reflects a firm’s social competence and 
involves aspects such as communication ability, extraversion, and cooperativeness, 
sense of justice, emotional stability and conflict management skills. Knowledge 
partner also refers to organised information about different partners to understand 
their needs, expectations, capabilities, resources and knowledge. Finally, internal 
communication capabilities are associated with the quality of knowledge exchange 
and diffusion in the company.  
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The concept developed by Walter et al. (2006) was later modified and used by other 
scholars. For instance, Parida et al. (2009) contend that Walter et al. (2006) have paid 
less attention to the aspect of new relationship initiation and partnering pro-
activeness, and suggest a new dimension related to the ability of a firm to be open 
towards new relationships with new partners. Chen et al. (2009), likewise, define 
“networking capability” as “the capacity of new ventures to identify, establish, 
coordinate and develop relationships with different players in the market.” It is 
measured based on the ability of a firm to recognise, communicate, coordinate and 
proactively strengthen relationships with potential partners, which is a modification 
of the scale proposed by Walter et al. (2006). In an empirical study, Human and 
Naudé (2009) conclude that network competence, proposed by Ritter (1999), and 
network capability, conceptualized by Walter et al. (2006), are associated constructs, 
and both of them positively influence organisational performance. However, the 
impact of network capability on firm performance is more significant.  
Recently scholars argue that the traditional approach (Ritter & Gemünden, 2003; 
Walter et al., 2006) mainly addresses a firm’s practices for managing a single inter-
firm relationship and ignores complementarity and synergies across the firm’s entire 
network portfolio (Kale et al., 2002; Sarkar et al., 2009; Schilke & Goerzen, 2010). 
This group of scholars posit that designing and managing a firm’s network ties as a 
portfolio is a value creating process enhancing the extent and diversity of the firm’s 
exposure to external knowledge. Sarkar et al. (2009), for example, conceptualise 
three dimensions of a company’s networking capabilities: partnering pro-activeness, 
relational governance, and portfolio coordination. Partnering pro-activeness refers to 
a firm’s deliberate efforts to discover and pre-empt new and promising partnering 
opportunities. Sarkar et al. (2009) contend that the factor market for partners is 
imperfect. In this market, the number of firms with valuable new and complementary 
knowledge for partnering is limited. As such, pro-active firms can benefit from first-
mover advantages and pre-empt valuable partnering options. Relational governance 
concerns “the extent to which an organisation engages in behavioural routines that 
facilitate the development of informal self-enforcing safeguards in their relationships 
with various partners” (Sarkar et al., 2009, p. 587). Firms with higher levels of this 
capability actively try to minimise relational imperfections such as opportunistic 
behaviours and the feeling of mistrust through relational governance. Portfolio 
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coordination refers to “organisational processes by which a focal firm engages in 
integrating and synchronising activities, strategies, and knowledge flows across 
partners” (Sarkar et al., 2009, p. 588). Similarly, Schilke and Goerzen (2010) 
conceptualise “alliance management capability” as a firm’s capability to effectively 
manage their portfolio of strategic alliance, reflected by five basic routines, inter-
organisational coordination, alliance portfolio coordination, inter-firm learning, 
alliance pro-activeness and alliance transformation.  
Overall, this review of the literature reveals that networking capability has been 
investigated at different levels of analysis and with different approaches. As the 
purpose of this study is to examine the impact of networking capability on corporate 
entrepreneurship, I focus on the constituting factors rather than the underlying factors 
of networking capability in study III. I also adopt a firm-level capability-based view 
of networking capabilities. Approaches focusing on activities and capabilities better 
reflect the nature of a firm’s networking capability than structural components such 
as a dedicated alliance function (Kale et al., 2002) and prior networking experience 
(Anand & Khanna, 2000). The latter factors, as underlying rather than constituting 
items, affect the development of networking capability (Heimeriks & Duysters, 
2007; Kale & Singh, 2009; Sarkar et al., 2009). Furthermore, unpacking networking 
capabilities as a set of organisational routines and processes is more aligned with the 
resource-based view (Barney, 1991). This theory considers higher order and difficult 
to imitate resources as the main sources of a firm’s competitive advantage (Makadok, 
2001). I also adopt the new perspective on networking capability suggesting the 
managing of a firm’s set of inter-firm relationships as a whole rather than focusing 
on a single relationship (Hoffmann, 2005; Kale & Singh, 2009; Sarkar et al., 2009; 
Schilke & Goerzen, 2010). This approach enables firms to better benefit from 
synergies among individual partnership, and avoids duplicate activities. Sarkar et al. 
(2009) suggest that companies may fail to optimally benefit from their inter-firm 
relationships if they consider individual dyads independently of one another, and 
ignore synergies across the whole portfolio of partnering relationships.  
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2.4 MISSING LINKS IN PREVIOUS RESEARCH  
An investigation of the literature reveals the following missing links in the literature 
providing opportunities for studies I, II and III. 
2.4.1 Absorptive capacity and corporate entrepreneurship 
Previous studies have not empirically verified the relationship between absorptive 
capacity and corporate entrepreneurship. In the corporate entrepreneurship literature, 
scholars have lately pointed to the role of a firm’s absorptive capacity in stimulating 
corporate entrepreneurship (Qian & Acs, 2013; Teng, 2007; Zahra et al., 2009). 
Scholars argue that one of the main challenges firms face in undertaking corporate 
entrepreneurship is creating new knowledge. Absorptive capacity, through making 
sense of new external knowledge and utilising it, enables companies to fill their 
knowledge gaps in a timely and more economic manner for pursuing corporate 
entrepreneurship (Agarwal et al., 2007; Teng, 2007; Zahra et al., 2009). The 
literature, however, does not empirically establish the connection between absorptive 
capacity and corporate entrepreneurship. Prior studies have mainly focused on 
governance and structural modes that facilitate corporate entrepreneurship (Burgers, 
Jansen, Van den Bosch, & Volberda, 2009; Hayton, 2005; Heavey & Simsek, 2013; 
Ling, Simsek, Lubatkin, & Veiga, 2008; Simsek, 2007; Zahra, 1996; Zahra, 
Neubaum, & Huse, 2000). By connecting a firm’s absorptive capacity to corporate 
entrepreneurship, I provide new avenues for more capabilities-oriented research in 
corporate entrepreneurship. This need is reinforced in recent reviews and studies 
(Phan et al., 2009; Yang et al., 2009). There is some support in the absorptive-
capacity literature focusing on the impact of absorptive capacity on innovation 
(Engelen, Kube, Schmidt, & Flatten, 2014; Kim et al., 2013; Kostopoulos et al., 
2011; McKelvie et al., 2007), similar to corporate entrepreneurship. The literature, 
however, has mainly addressed the effect of absorptive capacity on incremental 
innovation, and less attention has been paid to how this capability can be deployed 
for more valuable entrepreneurial initiatives such as break-through innovation, 
entering new markets or developing new systems (Lane et al., 2006). As such, 
corporate entrepreneurship can also be an important additional aspect to study for the 
absorptive capacity literature.  
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2.4.2 The moderating role of entrepreneurial management 
Prior studies also do little to explain corporate mechanisms assisting companies with 
orienting their absorptive capacity towards more valuable corporate initiatives (Lane 
et al., 2006). Prior studies have examined the moderating effect of factors such as 
strategic orientations on the relationship between absorptive capacity and corporate 
performance (Wales et al., 2012) or responsiveness (Liao et al., 2003). Little 
attention, nevertheless, has been paid to how absorptive capacity can be used for 
valuable innovative outputs (Lane et al., 2006). One of the main challenges firms 
encounter is that absorptive capacity can be applied for different purposes and in a 
variety of competing activities (Lane et al., 2006; Volberda et al., 2010; Zahra & 
George, 2002). As such, a channelling mechanism to focus absorptive capacity on 
corporate entrepreneurship seems necessary. The importance of managing corporate 
attention and capabilities towards entrepreneurial outcomes has been conceptually 
posited in the corporate entrepreneurship literature (Burgelman & Valikangas, 2005; 
Burgelman, 1983a; Van de Ven & Engleman, 2004; Van de Ven, 1986). Yet, how 
attentional drivers can amplify the impact of companies’ capabilities on corporate 
entrepreneurship has been understated in previous studies. Study I builds on the 
attention-based view (Ocasio, 1997, 2011), and posits entrepreneurial management 
(Stevenson, 1983; Stevenson & Jarillo, 1990) as the corporate mechanism to orient a 
company’s absorptive capacity towards corporate entrepreneurship. Entrepreneurial 
management will be explained in more detail in the next section. 
2.4.3 The moderating role of external knowledge search breadth and 
institutional market orientation 
Prior literature has mainly addressed firm-level (Laursen & Salter, 2006; Liao et al., 
2003; Wales et al., 2012) and business environment moderators (Liao et al., 2003) in 
the relationships between absorptive capacity and organisational outcomes. Yet, the 
role of a firm’s institutional context in shaping the absorptive capacity-corporate 
entrepreneurship relationship is less contended in previous research. Particularly, the 
literature of corporate entrepreneurship has recently called for the investigation of 
how institutional forces impact the effectiveness of firms’ actions and approaches for 
entrepreneurial activities (Bruton et al., 2008; Hitt et al., 2011; Welter, 2011). 
Scholars have lately argued that a firm’s ability to utilise its absorptive capacity for 
entrepreneurial activities depends on the extent to which companies are exposed to 
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new external knowledge (Qian & Acs, 2013; Zahra & George, 2002). More recent 
studies show that contexts are heterogeneous in new knowledge richness (Acs et al., 
2009; Agarwal et al., 2007) depending on their institutional market orientation, 
which is the extent to which a context adheres to free market policies (Shinkle & 
McCann, 2014; Zhao, 2006). Thus, the impact of absorptive capacity on corporate 
entrepreneurship could be affected by institutional context disparities, and firms may 
need context-specific mechanisms to increase their exposure to new knowledge. 
Accordingly, in the second study I argue how the interaction of a firm’s institutional 
context and external knowledge search breadth influences the effect of absorptive 
capacity on corporate entrepreneurship. Further elaboration of external knowledge 
search breadth and institutional market orientation will be presented in the following 
section. 
2.4.4 Networking capabilities and corporate entrepreneurship 
Scholars have also addressed the importance of partnering relationships for filling a 
firm’s knowledge gaps and undertaking corporate entrepreneurship. Some examples 
of prior studies on the effect of inter-firm relationships on corporate entrepreneurship 
are displayed in Table 2.6.  
Table  2.6 Examples of prior studies exploring the importance of inter-firm relationships on 
corporate entrepreneurship  
    Authors        Key results Level       Measure 
Rothaermel and 
Deeds (2006) 
Prior network experience 
helps firms to better benefit 
from their network ties for 
innovative activities. 
Firm Number of networks 
ties and cumulative 
sum of each 
network’s duration 
Yiu et al. (2007) Network ties with customers 
foster corporate 
entrepreneurship. 
Firm Number of a firm’s 
network ties 
Yiu and Lau 
(2008) 
Business ties positively affect 
corporate entrepreneurship. 
Firm Number of a firm’s 
network ties 
Thorgren et al. 
(2012) 
Partner fit promotes 
corporate entrepreneurship. 
Firm Scales measuring 
partner fit 
Heavey and 
Simsek (2013) 
The network size of top 
management team increases 
corporate entrepreneurship. 
Top 
management 
team 
Number of ties 
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Yiu and Lau (2008), for example, argue that the business and institutional ties foster 
corporate entrepreneurship through sourcing knowledge from partners, stakeholders, 
and government agencies. Yiu et al. (2007) suggest that network ties with customers 
enhance corporate entrepreneurship and international venturing activities in firms. 
Rothaermel and Deeds (2006) contend that prior network experience helps firms to 
better benefit from their network ties for innovative activities. Thorgren et al. (2012) 
posit that networking with firms possessing complementary capabilities and firm 
compatibilities promotes corporate entrepreneurship through amplifying joint efforts. 
Researchers have also investigated the role of key players’ social capital in external 
knowledge sourcing and the pursuit of corporate entrepreneurship. Heavey and 
Simsek (2013), for instance, show that the network size of top management teams 
has a positive impact on corporate entrepreneurship.  
Prior studies hint at the importance of inter-organisational relationships and external 
knowledge access in fostering corporate entrepreneurship. This literature, however, 
has adopted a static approach, and done little to unpack networking capabilities for 
the formation and management of partnering relationships. Particularly, there is little 
understanding of the mechanism through which these capabilities influence corporate 
entrepreneurship. Study III provides a social model of corporate entrepreneurship by 
connecting a company’s networking capabilities (Sarkar et al., 2009) to corporate 
entrepreneurship. This study explains how networking capabilities can help firms 
build up their absorptive capacity and increase corporate entrepreneurial outputs. The 
remainder of this section presents further elaboration of entrepreneurial management, 
institutional market orientation, and external knowledge search breadth.  
2.4.5 Entrepreneurial management 
Stevenson and his colleagues conceptually contrast two opposite kinds of managerial 
approach. The first approach is entrepreneurial management which is opportunity-
driven and directed by emerging opportunities in the environment. The second 
approach is administrative, guided by the optimal use of controlled resources 
(Stevenson, 1983; Stevenson & Gumpert, 1985; Stevenson & Jarillo, 1990). 
Stevenson and his colleagues attempt to develop a framework for understanding 
managerial approaches emphasising opportunity recognition and exploitation (Brown 
et al., 2001). They posit that “entrepreneurship is a process by which individuals – 
either on their own or inside organisations – pursue opportunities without regard to 
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the resources they currently control” (Stevenson & Jarillo, 1990, p. 23). In his first 
model Stevenson (1983) conceptualised six sub-dimensions of entrepreneurial 
management. Two other dimensions of growth orientation (Stevenson & Jarrillo-
Mossi, 1986) and culture (Stevenson & Jarillo, 1990) were added in his later papers. 
Brown et al. (2001) empirically validate six sub-dimensions determining the extent 
to which a company displays an entrepreneurial versus administrative approach. 
These dimensions are growth orientation, strategic orientation, resource orientation, 
reward philosophy, management structure and entrepreneurial culture (see Table 
2.7). 
Table  2.7 Stevenson’s (1983) conceptual dimensions and Brown et al’s (2001) empirical dimensions 
of entrepreneurial management 
Stevenson’s (1983) conceptual dimensions 
Brown et al’s 
(2001) empirical 
dimensions 
Entrepreneurial 
approach 
Conceptual 
dimension 
Administrative  
approach 
Driven by perception of 
opportunity 
Strategic 
orientation 
Driven by controlled 
resources 
Strategic 
Orientation 
Revolutionary with 
short duration 
Commitment  
to opportunity 
Evolutionary with long 
duration 
Many stages with 
minimal exposure at 
each stage 
Commitment  
of resources 
A single stage with 
complete commitment 
out of decision Resource 
Orientation 
Episodic use or rent of 
required resources 
Control  
of resources 
Ownership or 
employment of required 
resources 
Rapid growth is top 
priority, risk accepted 
to achieve growth 
Growth 
Orientation 
Safe, slow, steady 
Growth 
Orientation 
Flat, with multiple 
informal networks 
Management 
Structure 
Hierarchy 
Management 
Structure 
Promoting broad search 
for opportunities 
Entrepreneurial 
Culture 
Opportunity search 
restricted by resources 
controlled 
Entrepreneurial 
Culture 
Based on value creation 
Reward 
Philosophy 
Based on responsibility 
and seniority 
Reward 
Philosophy 
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Strategic orientation refers to the factors driving the creation of strategy in firms. At 
one end of the continuum, companies with a more entrepreneurial approach are 
opportunity driven and their perception of opportunities in the environment drives 
their strategy. As such, almost any opportunity can be relevant to the company, and 
they actively and rapidly pursue the recognised opportunities. At the other extreme, 
administrative firms are resource-driven and consider resources as their starting point 
and try to efficiently utilise their resources. Thus, only opportunities related to the 
current resources are relevant to them, and their commitment to the opportunities is 
slow, but longer compared to opportunity-driven firms. Administrative companies 
focus more on their current situation and while defining their strategy, they “will not 
try to leap far beyond current situation” (Stevenson, 1983, p. 4). 
Resource orientation is described through the dimensions of commitment and control 
of resources. Firms with a more entrepreneurial approach attempt to reduce their 
resource commitment through investing in a multi-stage manner and using others’ 
resources. On the other hand, administrative companies try to invest at a single stage 
after a thorough analysis. Firms with an entrepreneurial resource orientation prefer to 
utilise others’ resources such as financial capital, intellectual capital, skills and 
competencies through sub-contracting, outsourcing or renting. On the other hand, 
administrative firms would rather control resources by the ownership or employment 
of the resources required. The entrepreneurial resource orientation causes companies 
to be flexible in changing their directions, enabling them to follow multiple 
opportunities with others’ help (Bradley et al., 2011; Brown et al., 2001).  
Management Structure reflects the desired degree of structural organicity. Firms with 
a more entrepreneurial approach have organic and flat structures composed of 
multiple informal networks to enable employees to freely seek opportunities. On the 
other hand, administrative firms possess mechanistic structures with a formalised 
hierarchy and clearly defined authority lines, routines, responsibilities, and systems 
for measuring efficiency (Brown et al., 2001).  
Reward Philosophy refers to how companies compensate their employees’ efforts. 
As the main focus of firms with an entrepreneurial approach is value creation 
through seeking and exploiting opportunities, the employee compensations and 
promotions in these companies are based on the success of individuals or teams in 
adding value to the firm. As such, compensation is value-driven and performance-
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based in firms with an entrepreneurial reward philosophy. In contrast, conservative 
firms are considered to compensate their employees based on their position in the 
hierarchy, their responsibilities, the extent of controlled resources, and seniority, and 
in the event of success they are promoted to higher positions with more resources 
under their control (Brown et al., 2001).  
Growth orientation refers to a firm’s intended pace or speed of growth. While firms 
with an entrepreneurial approach prefer rapid growth by looking beyond controlled 
resources and acting based on available opportunities for growth, administrative 
companies desire slower growth at a steady pace so that it does not unsettle the 
company or put the accumulated resources at risk (Brown et al., 2001).  
Culture can be defined as a “pattern of shared values and beliefs that help individuals 
understand organisational functioning and that provide norms for behaviour in the 
organization” (Deshpande & Webster 1989, p. 4). Companies with an entrepreneurial 
culture repeatedly encourage and promote new ideas, creativity, experimentation, 
and a broad search for opportunities because opportunities are considered as the 
starting point in these companies. As such, a work environment full of new ideas is 
created in these companies. Conversely, as administrative companies focus on the 
optimal use of controlled resources, the search for opportunities is restricted by 
resources and only ideas related to increasing efficiency would be encouraged. As 
such, a work environment with just enough, or lack of, ideas, is generated by 
administrative firms (Brown et al., 2001). 
Brown et al. (2001) also entered the three dimensions of entrepreneurial orientation 
construct (Covin & Slevin, 1989) entailing innovation, risk-taking and pro-activeness 
in their factor analysis. The three dimensions loaded on different factors. This 
implies that entrepreneurial management reflects different aspects of a firm’s 
entrepreneurial approach. Yet, these constructs were correlated. Entrepreneurial 
management and orientation also differ from corporate entrepreneurship which is a 
company’s actual entrepreneurial acts or market-oriented results. These constructs 
are “predispositions of firms with respect to their strategy-making processes, 
practices, and activities” which stimulate corporate entrepreneurship (Dess & 
Lumpkin, 2005; Simsek & Heavey, 2011, p. 83). Stevenson suggests that some 
managerial approaches, called entrepreneurial management, better stimulate 
corporate entrepreneurship.  
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Brown, et al. (2001) also posit that entrepreneurial management consists of different 
aspects of a firm’s entrepreneurial approach, and a firm may be entrepreneurial in 
one or a few aspects, but not in all the aspects. As such, in the first study I argue how 
each of the underlying dimensions of entrepreneurial management may affect the 
impact of a company’s absorptive capacity on corporate entrepreneurship. Previous 
research has also investigated the effect of the sub-dimensions of entrepreneurial 
management on corporate outputs. Bradley et al. (2011), for example, show that an 
entrepreneurial reward philosophy, growth orientation and culture enhance the firm’s 
growth. Bruining et al. (2013) also conclude that the majority private equity-backed 
buy-outs foster entrepreneurial management.  
2.4.6 Institutional market orientation 
Institutions are formal (rules and regulations) and informal (norms and values) 
frameworks that affect individuals and firms’ behaviour by determining the rule of 
the game (Peng, 2009). Apart from industry conditions and corporate capabilities, 
according to the industry-based perspective (Porter, 1980) and resource-based view 
(Barney, 1991), firm behaviour is also a reflection of their institutional frameworks 
or contexts. These frameworks can constrain or (if well developed) facilitate human 
and corporate behaviours (Peng, 2003; Peng, Sunny, Brian, & Hao, 2009).  
Institutional contexts vary based on their levels of market orientation. Institutional 
market orientation refers to the extent to which an institutional context adheres to 
free-market policies (Shinkle et al., 2013), as measured by the level of freedom in 
such areas as trade, investment, financial, business operations and property rights 
(Kane, Holmes, & O'Grady, 2007). Scholars have recently argued for the importance 
of different levels of institutional market orientation in action-output relationships. 
This stream of research suggests that firms need different capabilities and strategies 
for rationally pursuing their interests in different contexts with distinctive levels of 
institutional market orientation (Lin, Peng, Yang, & Sun, 2009; Luk et al., 2008; 
Peng, 2003; Peng & Heath, 1996; Shinkle et al., 2013; Shinkle & McCann, 2014). 
Some examples of previous research on institutional market orientation are presented 
in Table 2.8.  
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Table  2.8 Examples of prior studies on institutional market orientation  
    Authors            Key results Level       Measure 
Luk et al. (2008) Informal relationships with 
managers at other firms are more 
important for companies in less 
market oriented contexts.  
Top 
management 
team/ 
institutional 
context 
Dummy variable 
(China versus 
Hong Kong) 
Lin et al. (2009) The impacts of network factors 
and alliance learning on Mergers 
and Acquisitions differ across 
countries with different levels of 
institutional market orientation. 
Firm/ 
institutional 
context 
Dummy variable 
(China versus 
the United 
States) 
Shinkle and 
Kriauciunas 
(2010) 
The effects of a firm’s size and 
age on its export growth vary 
across contexts with different 
levels of institutional market 
orientation. 
Firm/ 
institutional 
context 
Proxy (a multi-
country sample) 
Shinkle and 
McCann (2014) 
Knowledge-based resources 
have a stronger positive effect 
on firm innovation in more 
market-orientated institutional 
contexts. 
Firm/ 
institutional 
context 
Proxy (a multi-
country sample) 
Shinkle et al. 
(2013) 
The positive impact of a pure 
strategy on firm performance 
increases as the level of 
institutional market orientation 
increases. 
Firm/ 
institutional 
context 
Proxy (a multi-
country sample) 
 
Luk et al. (2008), for example, conclude that guanxi (informal relationships) with 
managers at other companies have an enhancing effect on the relationship between 
administrative innovativeness and business performance for companies operating in a 
less market-oriented context, but not for those in a context with higher levels of 
institutional market orientation. Similarly, Lin et al. (2009) argue that the impacts of 
network factors (centrality and structural hole positions) and alliance learning on 
Mergers and Acquisitions (M&As) differ across countries with different levels of 
institutional market orientation. Shinkle and Kriauciunas (2010) also suggest that the 
effects of a firm’s size and age on the export growth are subject to the firm’s 
institutional context. Shinkle and McCann (2014) also posit that knowledge-based 
resources such as Research and Development (R&D) investments have a stronger 
positive effect on firm innovation in more market-orientated institutional contexts. 
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Finally, Shinkle et al. (2013) suggest that the positive influence of a pure strategy 
(versus a mixed strategy) on firm performance increases as the level of institutional 
market orientation becomes greater. These studies use the Heritage Foundation Index 
of Economic Freedom (Kane et al., 2007; www.heritage.org) as a proxy to measure 
the level of institutional market orientation. Following this literature (e.g. Lin et al., 
2009; Luk et al., 2008), I conduct a comparative study in two contexts with different 
levels of institutional market orientation (Australia and Iran) to test the hypotheses in 
study II.  
2.4.7 External knowledge search breadth 
Laursen and Salter (2006, p. 134) conceptualise external knowledge search breadth 
as a search approach. It refers to “the number of external sources or search channels 
that firms rely upon in their innovative activities.” Laursen and Salter (2006) argue 
that diversity in external knowledge resources increases a firm’s exposure to more 
diverse knowledge. As such, the firm can more effectively benefit from its absorptive 
capacity for innovative activities. They suggest that companies can more effectively 
benefit from their absorptive capacity through adopting a search approach focusing 
on leveraging knowledge from diverse sources of knowledge. Similarly, Leiponen 
and Helfat (2010, p. 225) contend that “by accessing a greater number of knowledge 
sources, the firm will improve the probability of obtaining knowledge that will lead 
to a valuable innovation output.” External knowledge search breadth also increases 
the amount and variety of knowledge entering in a firm’s value-creation processes 
(Leiponen & Helfat, 2010, 2011; Nieto & Santamaria, 2007).  
Laursen and Salter (2006) also explain that the external knowledge search breadth  
approach is different from absorptive capacity which is related to a firm’s capability 
to value, assimilate, and exploit new external knowledge. External knowledge search 
breadth, however, reflects how broadly a company searches external knowledge. 
Empirical studies have recently investigated the impact of external search breadth on 
organisational outputs. A summary of prior studies on external knowledge search 
breadth is displayed in Table 2.9.  
Nieto and Santamaria (2007), for instance, contend that diversity of partnership 
network affects the novelty of innovation in firms. Leiponen and Helfat (2010) argue 
that external knowledge search breadth positively influences a firm’s innovation 
success. Chiang and Hung (2010) also posit that whereas external knowledge search  
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Table  2.9 Examples of prior studies on external knowledge search breadth. 
    Authors Key results Level       Measure 
Laursen and 
Salter (2006) 
Absorptive capacity and external 
search breadth are complementary in 
shaping innovative performance. 
Firm Summing yes/no 
questions about 
knowledge acquisition 
from different sources 
Nieto and 
Santamaria 
(2007) 
Diversity of partnership network 
affects the novelty of innovation. 
Firm Laursen and Salter’s 
(2006) approach 
Leiponen and 
Helfat (2010) 
External search breadth positively 
impacts innovation success. 
Firm Laursen and Salter’s 
(2006) approach 
Chiang and 
Hung (2010) 
External search breadth enhances 
radical innovation performance. 
Firm Laursen and Salter’s 
(2006) approach with a 
five-point Likert scale 
Larrañeta, 
Zahra and 
González 
(2012) 
External search breadth positively 
affects strategic variety in 
companies. 
Firm Scales measuring 
practices associated 
with external 
knowledge acquisition 
Foss, Lyngsie 
and Zahra 
(2013) 
External search breadth is positively 
associated with opportunity 
exploitation. 
Firm Laursen and Salter’s 
(2006) approach with a 
four-point Likert scale 
Garriga, von 
Krogh and 
Spaeth (2013) 
“Constraints on the application of 
firm resources” is positively 
associated with external search 
breadth leading to more innovative 
performance. 
Firm Laursen and Salter’s 
(2006) approach 
 
depth increases incremental innovation performance, external knowledge search 
breadth enhances radical innovation performance in companies. Larrañeta, Zahra and 
González (2012) conclude that external search breadth, by increasing the variety of 
knowledge a firm receives, positively affects the firm’s strategic variety. Foss, 
Lyngsie and Zahra (2013) suggest that diversity of external knowledge resources is 
positively associated with opportunity exploitation. Garriga, von Krogh and Spaeth 
(2013) argue that “constraints on the application of firm resources” is positively 
associated with external search breadth leading to more innovative performance. To 
measure external search breadth, most of the literature has used Laursen and Salter’s 
approach. In this approach respondents are asked yes/no questions about acquiring 
new knowledge from different sources of external knowledge, including customers, 
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suppliers, competitors, investors, other firms, industry associations and councils and 
universities and research centres. This approach has also been used in study II.  
2.5 CONCLUSION 
In this chapter, I reviewed the literature of factors stimulating entrepreneurial 
activities in established firms. The literature review reveals that prior studies have 
mainly investigated structural factors, top management team characteristics and 
practices, and the business environment. More recent studies have pointed to the 
potential importance of externally oriented capabilities such as absorptive capacity 
and networking capabilities in pursuing corporate entrepreneurship. The literature, 
however, still lacks understanding of various issues. Previous studies have not 
empirically investigated the impact of a firm’s absorptive capacity on corporate 
entrepreneurship. More importantly, the literature does little to explain corporate 
mechanisms orienting absorptive capacity towards corporate entrepreneurship. As 
such, study I suggests entrepreneurial management as the mechanism to channel 
absorptive capacity towards corporate entrepreneurship. Moreover, the importance of 
a company’s institutional context, and the way it may interact with organisational 
mechanisms to affect the absorptive capacity-corporate entrepreneurship relationship 
is less argued in the literature. As such, study II shows how external knowledge 
search breadth in interaction with institutional market orientation shapes the impact 
of absorptive capacity on corporate entrepreneurship. Ultimately, there is an 
insufficient understanding of the impact of a company’s networking capabilities on 
corporate entrepreneurship. Study III unfolds the relationships between networking 
capabilities and corporate entrepreneurship and the intermediary role of absorptive 
capacity. Together, these studies provide a richer understanding of why some firms 
are more entrepreneurial than others by addressing some of the missing links in 
previous research on the antecedents of corporate entrepreneurship. 
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Chapter 3: Research methodology 
This chapter outlines the search methodology used in this thesis to investigate the 
hypothesised relationships. It first starts with the philosophical stance and research 
strategy. Then, the different aspects of research design including sample selection, 
data collection process, measures, measurement validity tests, method bias and data 
analysis will be reviewed. Eventually, a summary of the methodological choices in 
studies I, II and III are presented.  
3.1 PHILOSOPHICAL STANCE 
Research is considered as “a systematic quest for knowledge.” Philosophical stance 
refers to “conceptual roots undergirding the quest for knowledge” (Ponterotto, 2005, 
p. 127). It comprises a researcher’s ontological, epistemological and methodological 
beliefs and assumptions. Ontology concerns the researcher’s view of the nature of the 
reality. Epistemology is related to the way reality is known and the relationship 
between researcher and knowers or participants. Methodology addresses particular 
processes, procedures, and practices for obtaining knowledge of the reality. 
Ontological and epistemological assumptions guide researchers in the selection of 
methodology and research design (Krauss, 2005). Different research paradigms hold 
different philosophical stances. As such, researchers need to locate their research 
studies within a specific research paradigm (Ponterotto, 2005). Guba and Lincoln 
(1994) classify research paradigms into four schemas: positivism, post-positivism, 
constructivism or interpretivism, and critical theory.  
Positivists assume that there is a single objective and understandable reality which is 
independent of the researcher. Positivists also hold the opinion that knowledge or 
reality is directly measureable and observable. As such, the knowledge is mainly 
verified by dividing the phenomenon into separate parts and directly observing and 
measuring the entities. Positivists also stress the least contact between researchers 
and participants, and suggest the use of sophisticated and vigorous methods and 
procedures for data collection and analysis such as strict experiments (Krauss, 2005; 
Ponterotto, 2005). Dissatisfaction with some aspects of this philosophical stance 
leads scholars to a post-positivism paradigm. Post-positivists accept that there is an 
objective external reality, yet it is imperfectly understandable and measurable. They 
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argue that human beings’ limited rationality restrains them from capturing a true 
reality. As such, the main purpose of scientific research for post-positivists is to 
provide an approximately accurate and objective description of realty. This 
objectivity can be achieved by using rigorous and standard procedures and methods 
and deliberately separating personal motivations from evidence, data and results 
(Ponterotto, 2005). Indeed, post-positivists are “neither value-laden nor value-free,” 
instead they are “value aware” (Healy & Perry, 2000, p. 120). They also accept that 
both observable and unobservable phenomena can be described and explained using 
advanced and precise techniques and methods. Moreover, post-positivists consider 
science as a continuous historical process, far from complete at any point in time. 
They state that even contemporary theories explaining an approximately true 
description of reality may be replaced with more accurate theories (Sankey, 2004). 
Thus, post-positivism stresses that findings are probably true (Healy & Perry, 2000). 
It accepts the perspective of “theory falsification” versus “theory verification” 
stressed by positivism (Ponterotto, 2005). This difference is illustrated by Guba and 
Lincoln (1994, p. 107) such that: “Whereas a million swans can never establish, with 
complete confidence, the proposition that all swans are white, one black swan can 
completely falsify it.” 
Unlike positivism and post-positivism perspectives, constructivists or interpretivists 
contend that there are multiple understandable and equally valid realities. They argue 
that reality is time and context-specific. Reality is not independent of researchers and 
knowers, and is essentially built in people’s minds. Researchers need to be immersed 
in the context to unearth the meaning. The perception of the phenomenon or reality 
depends on the researcher, participants, and the quality of their interaction. As such, 
in this perspective, researchers neither try to accomplish a single reality nor seek 
external validity (Ponterotto, 2005). Researchers may come up with different themes 
from the same study, and the rigour of findings is judged by readers (Morrow, 2005). 
Similarly, criticalists favour the perspective that reality is within social and historical 
contexts. However, they argue that the reality is formed by power relationships, and, 
accordingly, attempt to challenge the status quo. Whereas constructivists emphasise 
on dialogic interactions with participants to reach deeper insights, criticalists stress 
dialectical interaction for empowering participants. Thus, within this view, 
researchers’ values play a more colourful role (Ponterotto, 2005).  
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This thesis mainly rests upon the philosophical stance of post-positivism. I aim to 
enrich our understanding of why some firms are more able to generate higher levels 
of corporate entrepreneurship than others. Reviewing pre-existing studies and 
knowledge, I have recognised potential gaps in the literature. Accordingly, I have 
proposed constructs and connections which are approximations of reality since they 
are not directly observable and measurable. The hypothesised relationships are tested 
using appropriate and rigorous methods. I accept that regardless of the results of the 
studies, the entities being studied still exist in the real world and knowledge about 
them can be expanded over time. This thesis does not reside within the positivism 
paradigm because I cannot assert that the results are showing a single true reality. 
Since the constructs are not all directly observable, they are subject to imperfect 
measurements and even the researcher’s misinterpretation. As such, the theoretical 
framework provides a probably true approximation of reality. Since I neither attempt 
to develop a deeper understanding of the phenomenon by delving into the context nor 
hold a critical view on the status quo, constructivism and critical view do not fit the 
studies either.  
3.2 RESEARCH APPROACH 
Traditionally, the two main research approaches of qualitative and quantitative have 
been available to researchers (Yin, 2009). Recently scholars have addressed a third 
type of research approach, called the mixed methods approach (Tashakkori & 
Creswell, 2007). The suitable approach is essentially adopted based on research 
questions, the researcher’s purpose and the state of knowledge about the 
phenomenon being studied (Davidsson, 2004; Edmondson & McManus, 2007; Yin, 
2009). The qualitative approach tends to be chosen when the researcher aims to gain 
a deeper understanding of the phenomenon or identify mechanisms behind it. The 
nature of qualitative research is mainly exploratory. These studies are conducted for 
obtaining deep and basic knowledge about a new or complex issue (Yin, 2009). 
Conversely, when the researcher aims to investigate the strength of relationships 
between variables and make statistical generalisations, the quantitative approach is 
the recommended one. In this case, current literature is mature enough for 
developing precise hypotheses and measuring theoretical constructs (Edmondson & 
McManus, 2007). Davidsson (2004) contended that the categories of “qualitative” 
and “quantitative” are becoming seriously blurred because the statistical and 
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quantitative analysis methods like time series regression or conjoint analysis can also 
be used in qualitative studies. Similarly, quantitative research, as with the qualitative, 
can be exploratory using techniques such as factor analysis or cluster analysis. As 
such, qualitative studies can be as rigorous as quantitative studies, and quantitative 
studies can be as deep and exploratory as qualitative studies. The main point is that 
“research questions that are inherently quantitative in nature need quantitative 
research to be answered.” Davidsson argues that questions about the direction and 
strength of relationships between variables need a quantitative approach to measure 
the variables and estimate their relationships with suitable analysis techniques (2004, 
p. 60). In this thesis, I have mainly adopted a quantitative approach because the 
current literature and theoretical arguments support predicting and testing missing 
links in the current literature. For example, the discussion of absorptive capacity’s 
impact on innovative outputs in firms dates back to the early 1990s (Cohen & 
Levinthal, 1989, 1990). I also aim to test the strength of relationships between the 
constructs in the research framework, and statistically generalise the findings to the 
selected context. Thus, the quantitative approach well suits the studies in this thesis. 
While pre-testing the measurement scales, I interviewed a panel of academics and 
practitioners from firms, consultants and associations in the industry to review and 
pre-test the instrument. This pre-study phase, however, was not a systematic 
qualitative study for theorising relationships between constructs or gaining deeper 
insights beyond the theoretical framework. Thus, the main approach in the three 
studies is quantitative.  
3.3 RESEARCH STRATEGIES AND DATA COLLECTION 
Having decided on the research approach, researchers also need to choose a suitable 
strategy for data collection. Different strategies have been introduced for collecting 
required data to answer research questions among which experiment, archival data, 
observation, case study and survey are more prevalent. These methods possess their 
own advantages and disadvantages. The rational approach is to choose the most 
suitable strategy based on research questions and decisions on the research approach 
(Robson, 2011). Accordingly, considering the research questions and required data, I 
assessed which of the above mentioned strategies better suits this research. To begin 
with, the experiment does not seem a sensible choice for this research because it 
requires the manipulation of variables which is impractical in this case, mainly due to 
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timing, financial and participatory issues. The externally oriented capabilities, for 
example, are path-dependent, and develop over time. Manipulating these capabilities 
is quite time-consuming, and also difficult, if not impossible, in real life situations. 
Observation, likewise, is not applicable in this research since most of the constructs 
in the studies are not directly observable such as managerial approaches or corporate 
capabilities. This method is time-consuming and mainly used as a supplementary, but 
not primary method, and in exploratory phases (Robson, 2011). Since secondary data 
does not typically provide information on corporate capabilities such as absorptive 
capacity and networking capability or managerial approaches, the archival method is 
not suitable for this research either. Similarly, a case study strategy mainly suits the 
qualitative approach, and tends to be applied in exploratory phases when the 
researcher aims to gain deeper insights into the issue, asking how and why questions. 
This strategy increases the amount and range of data, and due to small sample size, 
non-random sample choice and mostly non-quantified data, has little potential for 
assessing the strength of relationships between variables and making statistical 
generalisations (Yin, 2009). 
In contrast to the aforementioned strategies, a field survey has the following benefits. 
It first enables the researcher to collect statistically generalisable data from a large 
sample size in a timely and cost-effective manner. A survey can also overcome the 
limitations of time and resources necessary for arranging and conducting case studies 
(Robson, 2011). In addition, while the amount and wide range of data make data 
analysis more difficult in case studies, a survey can be tailored for collecting relevant 
data on hypothesised relationships. In particular, a survey allows the researcher to 
ask many questions about the main constructs, and control variables for establishing 
causal relationships, which is less possible in case studies or the data is not available 
in archives. Unlike archival data, in a survey primary data relevant to the current 
study is collected. 
I am also mindful that a survey is accompanied by several drawbacks. I attempted to 
mitigate these, for example, in using a self-administered instrument completed by 
respondents, the data may be influenced by participants’ characteristics (Robson, 
2011). Common method bias (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003) is a 
typical issue in self-reported questionnaires. As I further elaborate in the following 
sections, some steps were taken to limit such bias, such as adopting the respondent-
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separation technique, conducting post-hoc tests such as Harman’s test and a marker 
variable test, and using different scale formats. Besides, as I collected data from two 
different countries, the use of the survey is associated with the risk of non-equivalent 
instruments in the two contexts due to potential translation issues. As such, I utilised 
the most popular technique of back translation (Brislin, 1970) to reduce this concern. 
I also attempted to increase the response rate by promising a management report or 
triangulating data collection. Moreover, I tested the non-bias respondents through 
comparing early and late respondents in terms of size and key variables in the model. 
The reliability and validity of the survey instrument was also tested using different 
techniques. Overall, I think that a survey is the most suitable method to collect data 
for this research given the research questions and time and resource limitations. I 
tried to limit the influence of potential drawbacks associated with this strategy; 
however, I accept that it is not a perfect method of data collection, and like other 
methods, has its downsides. In the following sections, I provide more detailed 
information on the sample and data collection processes. 
3.3.1 Sample selection 
The research sample in the three studies comprises supplier firms providing products 
and services to the Iranian and Australian mining industries. I chose a single industry 
to confine the extraneous variation of heterogeneous industry factors (Davidsson, 
2008; Wales et al., 2012). A single industry may limit the potential for generalising 
the results; however, it is beneficial in restricting the impact of uncontrolled 
variables. Davidsson (2008) has lately argued the heterogeneity problem as one of 
the main challenges of entrepreneurship research. He contends that there are a large 
number of potentially heterogeneous factors explaining the variance of a dependent 
variable, yet they all cannot be included in the model because of statistical and 
methodological restrictions. For example, the variables may have causal inter-
relationships requiring sophisticated methods to tease out the impact of each single 
independent variable on the dependent variable; or adding the variables as control 
variables reduces the degree of freedom, demanding a larger sample size. Davidsson 
(2008) suggests that one effective way to mitigate the heterogneity problem is to 
narrow the reaserch study to a more homogenous context such as a single industry. It 
is particularly the case with this reaserch in which data was collected from two 
different institutional contexts increasing the vulnerability of the data to the effect of 
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uncontrolled factors. As such, I focused on a single industry and selected firms 
delivering products and/or services to the mining industry, called Mining, 
Equipment, Technology, and Service (METS) sector, as the research sample to 
mitigate the heterogeneity problem. The METS sector cuts across a range of 
traditional industry classification codes. However, pre-tests and interviews indicated 
that firms identify whether or not they are part of this sector. The main criterion is 
the provision of products and services specifically to the mining industry. The 
distinctiveness of this sector is further supported by a number of publicly available 
databases aiming to bring together METS firms with customers or business partners. 
As I elaborate later, I combined these databases to create the research sample. Based 
on information on the data bases, an introductory letter sent to the firms and follow 
up telephone contacts, I ensured that the firms fulfilled the criterion. I now address 
METS suppliers consistently as a sector to avoid confusion with a traditional 
definition of an industry, and also mitigate the potential impact of heterogeneous 
industry factors. However, as the METS sector consists of different firms including 
consulting, contracting, and manufacturing firms, along with support services and 
suppliers, this may reduce heterogeneity to some extent by bringing together firms 
providing products and services to the same sector or customers. 
The selection of the mining industry also suits the theoretical arguments in the three 
studies. For example, scholars argue that the mining industry is heavily exploitation-
driven (Bartos, 2007; Tedesco & Haseltine, 2010). As such, the attention-based view, 
which is argued in study I, is necessary for firms operating in this context to more 
effectively utilise their absorptive capacity for corporate entrepreneurship. It may 
also be posited that the supplier section in the mining industry is essentially a 
technologically advanced section (Bartos, 2007; Upstill & Hall, 2006). As such, this 
sector should be suitable for studying absorptive capacity, which is discussed as a 
capability more related to assimilating and utilising technological knowledge (Cohen 
& Levinthal, 1990; Tsai, 2001). Scholars have also addressed the importance of 
networking and collaborative activities in the mining industry for creating new 
knowledge and undertaking innovative and entrepreneurial initiatives in a timelier 
and more effective manner (Dodgson & Vandermark, 2000; Upstill & Hall, 2006). 
Thus, networking capabilities should make a difference in gaining access to external 
knowledge and pursuing corporate entrepreneurship in this industry. Thus, I expected 
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that the hypothesised associations to be more prominent in the mining sector, and, 
accordingly, chose this section for testing the propositions. As Table 3.1 indicates, 
the main variables in the studies have sufficient variance in this context, making sure 
a suitable setting has been selected for testing the theoretical framework. The mining 
industry is also one of the most important economic sectors in both Iran and 
Australia, providing a large enough sample size for high quality statistical results.  
Table  3.1 Main variables – means and standard deviations  
             Variable Study Mean S.D. 
Corporate entrepreneurship I, II, III 3.39 .56 
Absorptive capacity I, II, III 3.63 .52 
Growth orientation I 3.86 1.78 
Strategic orientation I 4.27 1.53 
Resource orientation I 3.60 1.51 
Management structure I 4.02 1.31 
Reward philosophy I 4.50 1.37 
Organisational culture I 4.95 1.18 
External knowledge search breadth II 3.60 2.03 
Institutional market orientation  II .61 .48 
Partnering pro-activeness III 3.44 .70 
Relational governance III 4.09 .56 
Portfolio coordination III 3.37 .70 
 
With regard to the reasons for selecting Iran and Australia, in the first and third 
studies I aimed to replicate the survey in two distinct institutional contexts to reduce 
the risk of random test and investigate the boundary conditions and generalisability 
of the findings (Hubbard, Vetter, & Little, 1998; Zahra, 2007). Picking one 
developing country and one developed country should help accomplish the purposes. 
Both of these contexts are among the top fifteen mineral-rich countries in the world, 
and the mining industry is a large and important sector in the countries. More 
importantly, study II has theorised a moderating effect of institutional market 
orientation on the absorptive capacity-corporate entrepreneurship relationship. As 
such, I needed two contexts with different levels of institutional market orientation 
for testing the model. According to the 2012 Index of Economic Freedom, Iran ranks 
the 168
th
 freest economy, while Australia ranks the 3
rd
 freest economy. As such, 
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these contexts perfectly present two contexts with different levels of institutional 
orientation for market functions, and hence suit the requirement for testing the 
hypothesised relationships. “Convenience” or “familiarity” is also another reason 
why I selected Australia and Iran as the researcher is studying in Australia, and Iran 
is his home country (Yin, 2009).  
To identify the research sample comprising supplier firms providing mining-related 
products and services, I organised two databases of these firms in Iran and Australia 
using publicly available databases. Given the firms in the sample are a recognised 
but ill-defined group, I used a variety of databases to identify the sample. For 
example, in Iran I utilised such databases as the Iranian Mining Engineering 
Organisation database (www.ime.org.ir), Iran industries information 
(www.iiinf.com), Iranian manufacturers and suppliers (www.ecasb.com), and the 
comprehensive portal of Iranian engineering and industry (www.dastad.com) to 
identify the sample. Each database added unique entries as well as overlapped with 
the other databases, enhancing validity and reducing biases based on single-source 
information. I first identified around 800 supplier firms in the Iranian context. Since 
some of the firms in the sample were not contactable and some did not exist or were 
irrelevant, the sample finally reduced to around 600 companies in Iran. The same 
approach was used in the Australia to identify the research sample. A sample of 
around 2100 companies providing products and services to the Australian mining 
sector were identified using publically available databases such as Infomine 
(www.infomine.com), Austmine (www.austmine. com.au), Mining business industry 
(www.miningreference.com), and Queensland mining and engineering exhibition 
(www.queensland.miningexpo.com.au). Since some of the companies were deemed 
to be irrelevant, non-existent or unreachable, the sample finally resolved to around 
1700 companies. 
3.3.2 Survey data collection 
I used self-administrated questionnaires as the main means of data collection from 
respondents. The survey instrument was based on scales which have been already 
validated in the literature, ensuring its validity. The survey instrument was pre-tested 
and modified based on feedback from a panel of fifteen scholars familiar with the 
literature and six practitioners from companies, consultants and associations in the 
industry. The instrument then was translated to Farsi, the native language of Iran, 
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using the most frequently used technique of back-translation (Brislin, 1970). A 
bilingual person translated the English version into Farsi and a second and 
independent translator translated it back into English, and remaining wording issues 
were resolved through discussion. The translated instrument was also pre-tested and 
reviewed by a panel of five academics and eight practitioners from firms, consultants 
and associations in the mining industry in Iran before launch.  
I conducted two surveys to collect data for testing the predicted relationships. I 
pooled the data from the two contexts. In studies I and III I used institutional context 
as a control variable, but it was used as a moderating variable in study II. The first 
survey was conducted in Iran from mid-September to mid-November 2012. 
Following Dillman’s (2000) proposed introductions for boosting participation, a 
letter was first sent to the firms, explaining the project was also approved by the 
Iranian Mining Engineering Organisation and the Faculty of Entrepreneurship of 
Tehran University and these organisations’ logos together with QUT Business 
School’s logo were provided on the letter. The letter promised the provision of a 
management report upon completing the survey, and indicated that the firms would 
be followed up by telephone. The firms were subsequently contacted seeking their 
participation and asking their preferable method of receiving the survey, either by 
email or postal mail. In some cases trained members of the research group were sent 
to firms to meet top administrators, explain the project and determine a date for 
collecting the completed questionnaires. This method is one of the most common and 
effective ways of boosting response rate and obtaining valid and high quality data in 
developing countries (Luk et al., 2008; Zhou & Li, 2012). To minimise the potential 
common method bias in cross-sectional studies, the questionnaire was divided into 
two parts, one comprising independent variables and the other, dependent variables; 
and, two informants in each company were asked to fill out the questionnaires, one 
for independent variables and one for the dependent variable (Podsakoff et al., 2003). 
I finally received completed and usable double-respondent questionnaires from 126 
companies, accounted for by consulting services (1.6%), contracting (18%), 
equipment manufacturer (63.9%), supplies and consumables (13.1%), support and 
services (3.3%), amounting to an effective response rate of 21%. 
The second survey was conducted in December and January 2012 in Australia. 
Following Dillman (2000), a mixed method approach (triangulation) was used to 
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induce participation. The companies were provided both hard copies and unique 
passwords for accessing an online version of the survey. Participants were also 
promised a management report of the project results upon completion of the survey. 
Eventually, 205 questionnaires were returned, accounted for by consulting services 
(19.3%), contracting (12.3%), equipment and manufacturer (24.1%), supplies and 
consumables (30.8%) and support and services (13.3%), amounting to a response 
rate of 12%, consistent with the 10–12% typical response rate experienced in studies 
targeting top executives (Hambrick, Geletkanycz, & Fredrickson, 1993).  
To test the non-response bias, chi-square and t-tests on the mean differences between 
early and late respondents in terms of size and key variables in the model were 
conducted in the two contexts. The underlying logic is that late respondents are 
assumed to be more like those not participating in a survey (Armstrong & Overton, 
1977). Following Simsek et al. (2007), those returning the questionnaire after the 
second reminder were considered as late respondents and before the second reminder 
as early respondents. No statistically significant differences were detected between 
early and late respondents supporting the notion that non-response bias was not a 
major issue.  
3.3.3 Measures  
I measured the constructs based on scales already validated in the literature. I also 
used multi-item measures for the main constructs, adding to the validity and 
reliability of the survey instrument (DeVellis, 2003). A five-point Likert scale was 
used to measure the items related to absorptive capacity, networking capabilities, 
environmental dynamisms, performance and corporate entrepreneurship. I also 
measured entrepreneurial management through a semantic deferential scale, the same 
as the original scale developed by Brown et al. (2001). Institutional context (or 
market orientation), firm size and industry categories were measured through dummy 
variables. More detailed information about the measures for each construct is 
presented in Chapters 4, 5 and 6. To avoid repetition, a summary of the main 
constructs, their dimensions, references, roles (independent, dependent, moderator, 
and mediator variables), and question number in the instrument are displayed in 
Table 3.2. The survey instrument can also be found in Appendix A. 
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Table  3.2 Summary of variables used in this thesis  
  Construct       Operationalisation Adapted from    Role Q number 
a 
Corporate 
entrepreneurship 
Meta construct (innovation, 
venturing, strategic 
renewal) 
Zahra (1996), 
Zahra et al. (2000) 
Dependent 
variable 
Question 1 
15 items 
Absorptive 
capacity 
Meta construct 
(exploratory, exploitative, 
transformative learning) 
Biedenbach and 
Müller (2012); 
Tranekjer and 
Knudsen (2012) 
Independent 
and mediator 
variable 
Question 2 
 21 items 
b 
Networking 
capabilities 
Individual dimensions 
(partnering pro-activeness, 
relational governance, 
portfolio coordination) 
Sarkar et al. 
(2009) 
Independent 
variable 
Question 3 
10 items 
Entrepreneurial 
management 
Individual dimensions 
(strategic orientation, 
resource orientation, 
management structure, 
reward philosophy, growth 
orientation, culture)   
Brown, et al. 
(2001); Balkin 
and Gomez-Mejia 
(1990) 
Moderator 
variable 
Question 4 
21 items 
c 
External 
knowledge 
search breadth 
Summing up yes/no 
questions about knowledge 
acquisition from different 
sources 
Laursen and Salter 
(2006) 
Moderator 
variable 
Question 5 
7 items 
Environmental 
dynamisms 
Single dimension  Jansen et al. 
(2005) 
Dependent 
variable 
Question 6 
 4 items 
Performance Single dimension  Burgers et al. 
(2009) 
Dependent 
variable 
Question 7 
 4 items 
Company size A categorical scale (micro, 
small, medium, large) 
Australian Bureau 
of Statistics 
Dependent 
variable 
Question 8 
4 categories 
Industry Five categories (consulting 
services, contracting, 
support and services, 
supplies and consumables, 
and equipment and 
manufacturer) 
Industry 
associations 
Dependent 
variable 
Question 9 
 
Institutional 
market 
orientation 
Dummy variable (Iran and 
Australia) 
Lin et al. (2009) ; 
Shinkle et al. 
(2013) 
Moderator 
and control 
variable 
2 contexts 
a Question number in appendix  
b One item was dropped during measurement validity analysis.   
c Three items were dropped during measurement validity analysis.   
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3.3.4 Measurement validity tests 
The scale measuring a construct should be both reliable and valid. DeVellis (2003) 
argues that researchers in social sciences mainly deal with latent variables which are 
not directly observable. As such, to measure the latent constructs, a researcher needs 
to define a number of items representing the constructs. Then, the researcher should 
assess the reliability and validity of the scale. Reliability refers to the extent to which 
the measures provide consistent results. Reliability is often measured by assessing 
the internal consistency among the items representing a variable or construct. The 
most prevalent and used measure of internal consistency is Cronbach’s coefficient 
alpha (Cronbach, 1951). Alpha reflects the proportion of total variation among a set 
of items that is due to true variation in the latent variable. From another view, alpha 
equals 1- random measurement error variance, and indicates the presence of “noise” 
or random measurement error (DeVellis, 2003). The random measurement error 
stems from factors such as ambiguous and complicated measures, and negatively 
affects the reliability of a scale (Ruane, 2005). In this thesis, most of the constructs 
have a relatively high coefficient alpha, nearly or greater than .80. The lowest alpha 
value recorded was .64 for growth orientation, which was measured by two items in 
the validated scale of Brown et al. (2001). Since Cronbach’s coefficient alpha is 
influenced by the number of items (Schmitt, 1996), a value of .64 could not be a 
significant threat for reliability.  
Reliability is a necessary, but not sufficient, condition for quality measurement. A 
measure should also be valid, reflecting the extent to which a scale measures what it 
is supposed to measure (Dane, 1990). Different kinds of validity have been argued by 
scholars, among which content and construct validity are the most recommended for 
the scale assessment (DeVellis, 2003). Content validity refers to the extent to which a 
set of items reflects the content domain of a variable. Following DeVellis (2003), I 
took two steps to verify the survey instrument’s content validity. I first conducted an 
extensive literature review to obtain a reasonable understanding of the constructs and 
of available scales in the literature. I adapted the items from validated scales 
published in high quality journals. Most of the constructs were multi-dimensional 
constructs which were measured by multiple items ensuring content validity. I also 
reviewed and modified the scales based on feedback from colleagues familiar with 
the subject, practitioners from firms, consultants and associations in the industry. 
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A survey instrument also requires inferences of construct validity. Construct validity 
involves “determining the extent to which a measure represents concepts it should 
represent and does not represent concepts it should not represent” (Dane, 1990, p. 
259). The first part of this validity is called convergent validity reflecting the extent 
to which measures of one concept are correlated. In other words, convergent validity 
shows the extent to which items supposed to load on a similar construct, actually do 
so. The second part of construct validity is discriminant validity which concerns the 
extent to which measures of a concept do not correlate with the measures of different 
concepts. A scale has discriminant validity when items theorised to load on different 
constructs act accordingly (Hair, Black, Babin, Anderson, & Tatham, 2006). 
Convergent and discriminant validity can be empirically assessed using exploratory 
and confirmatory factor analysis (Bagozzi, Yi, & Phillips, 1991). I first conducted 
exploratory factor analysis to investigate the statistical power of factor loadings using 
Statistical Package of Social Science (SPSS) version 21. Following Hair et al. (2006) 
and Chandler, DeTienne, McKelvie and Mumford (2011), I omitted the items with 
low factor loadings (below .40) due to the lack of appropriate statistical power. These 
included one item from absorptive capacity, one from reward philosophy and two 
from resource orientation constructs. The other items all possessed factor loadings 
above the cut-off point supporting the convergent validity of the scale.  
I then conducted confirmatory factor analysis for each of the multi-dimensional 
constructs in this thesis, using the Analysis of Moment Structures (AMOS) software 
version 21, to examine the factor structure of the constructs. A number of goodness 
of fit indices such as the Chi-square statistic (CMIN), relative chi-square 
(CMIN/DF), the standard root mean square residual (SRMR), goodness of fit index 
(GFI) and comparative fit index (CFI) are used to determine how well the data fits 
the theorised factor structure. The results indicated that all the factor loadings were 
highly significant, and goodness-fit indices showed reasonably good model fit, 
supporting convergent and discriminant validity of the constructs. As recommended 
in the literature (e.g., Tanriverdi & Venkatraman, 2005), the existence of higher 
order factors was tested using the target coefficient index. This index, which was 
developed by Marsh and Hocevar (1985), is calculated through the ratio of the chi-
square of the first-order model to the chi-square of the higher-order model. This 
statistic reflects the extent to which the co-variation among first-order factors is 
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explained by the higher-order factor. This index approaches 1.0 and values above .90 
show an effective explanation of inter-relationships between lower-order factors by a 
higher order factor and the existence of higher order factors. The results confirmed 
the theoretical argument for using absorptive capacity and corporate entrepreneurship 
as meta-constructs.  
To further test construct discriminant validity, I also followed the procedure 
recommended by Anderson and Gerbing (1988) which is known as the chi-square 
difference test. In this method an unconstrained model, in which items related to each 
factor are loaded to their intended indicator, is first tested. Then, a constrained 
model, in which the correlation between the constructs is limited to one (perfectly 
correlated), is tested to see whether the former model is significantly better than the 
limited model or not. If the chi-square difference between each pair is greater than 
the critical chi-square value related to the amount of reduction in the degrees of 
freedom (here being one) at a specific p value (such as p = .01), discriminant validity 
is supported by the data. The results of chi-square difference tests for different pairs 
of constructs in the studies were highly significant, confirming the discriminant 
validity of the constructs. The results of the validity tests have been presented in 
more detail in studies I, II, III.  
3.3.5 Method bias 
Common method bias or variance refers to “variance that is attributable to the 
measurement method rather than to the construct of interest” (Podsakoff et al., 2003). 
This bias leads to the over-inflation of relationships between variables as a result of 
data collection from the same source at one point in time. As such, it is more 
common in self-reporting cross-sectional studies using one respondent (Lindell & 
Whitney, 2001). Different approaches have been introduced in the literature to 
mitigate or test the risk of common method bias in cross-sectional studies. One way 
to reduce the threat of this bias is temporal separation in which a time lag between 
measuring independent and dependent variables is considered. This approach mainly 
converts a study to a longitudinal study in which data of dependent and independent 
variables are collected at different points in time (Podsakoff et al., 2003). This 
approach, however, is not often possible due to issues such as the researcher’s time 
limitations or respondents’ unwillingness to participate, reducing the sample size. 
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Following Podsakoff et al. (2003) and Lindell and Whitney (2001), I utilised the 
following proposed methods to control the common method bias. First, I designed 
the survey instrument in a way to reduce the likelihood of common method bias. For 
example, I picked validated scales in the literature and used scales with different 
formats in the instrument. Entrepreneurial management, for instance, was measured 
through a semantic differential scale while a five-point Likert scale was used to 
measure the dependent variable, corporate entrepreneurship. I also used negatively 
and positively worded statements measuring different dimensions of entrepreneurial 
management. Furthermore, to minimise the common method bias in Iran, two 
respondents were asked to complete the survey, one for the dependent variable and 
one for independent variables. Respondent separation is an effective and prevalent 
approach for reducing the risk of common method bias. 
I also conducted two post-hoc statistical tests to assess the impact of method bias. 
First, Harman’s single factor test was conducted to test the presence of common 
method bias among the whole sample (Podsakoff & Organ, 1986). In this test, all the 
factors in the model enter into one exploratory factor analysis. If one factor 
accounting for the majority of the variance does not emerge, common method bias 
should not pose a major problem for the data. Having conducted this test, multiple 
factors emerged from the solution, and the first factor accounted for less than 20% of 
the variance in the studies. Harman’s test, however, is not perfect because the 
likelihood that a single-factor model fits the data may be low (Chang, van 
Witteloostuijn, & Eden, 2010). I therefore followed the partial correlation procedure 
proposed by Lindell and Whitney (2001) to more precisely assess the method bias in 
the data. I added an unrelated item to the instrument as a marker variable. Following 
Johnson and Hall (2005), I selected an item which was not theoretically connected to 
the main constructs, but within the scope of this research. The item is “Our suppliers 
are becoming more unpredictable.” The question was measured on a Likert scale 
ranging from 1 (strongly disagree) to 5 (strongly agree). I adapted the item from 
Waldman, Javidanand Varella (2004). Since the original correlations between all 
statistically significant correlated variables still remained significant after controlling 
for the marker variable, common method bias was considered to not limit the utility 
of this research. 
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3.3.6 Data analysis 
To test the direct and conditional effects of absorptive capacity on corporate 
entrepreneurship in studies I and II, I conducted hierarchical regression analysis 
using the software SPSS version 21. To further interpret the interaction effects in 
these studies, Aiken and West’s (1991) plotting technique was used in which the 
effects of an independent variable on the dependent variable in the low (one standard 
deviation below mean) and high (one standard deviation above mean) levels of the 
moderator are depicted. Following Dawson and Richter’s (2006) procedure, I also 
performed the slope difference test in study II. The purpose of this post-hoc probing 
technique is to determine the significant three-way interaction results from 
significant differences between which pairs of the six combinations, created at high 
and low levels of the moderators (Dawson & Richter, 2006). 
Finally, I used the approach lately outlined by Preacher and Hayes (2004) as the 
bootstrapping method to test the mediational model in study III. Scholars have 
recently challenged the main assumptions of traditional approaches, such as Sobel 
(1982), for calculating indirect effects (Preacher & Hayes, 2004; Shrout & Bolger, 
2002). Bootstrapping is currently the most widely recommended method for testing 
mediation and conditional process models (Preacher, Rucker, & Hayes, 2007). In this 
technique, the current sample is treated as a pseudo-population, and test statistics 
such as standard errors for indirect effects are calculated based on random sampling 
from the existing data set. I used the PROCESS tool, written by Hayes (2012) and 
installed on SPSS to estimate the models. More elaborate explanation and results are 
presented in Chapters 4, 5, and 6. 
3.4 OVERVIEW  
A summary of different theoretical constructs and methodological choices used in the 
studies have been displayed in Table 3.3. This table presents the main constructs, 
their roles (dependent, independent, moderator, and mediator variables), and key 
information on the methodological choices such as the research approach, research 
strategy, data collection and data analysis. 
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Table  3.3 Summary of constructs and methodological choices  
Construct Study I Study II Study III 
Corporate 
entrepreneurship 
Dependent variable Dependent variable Dependent variable 
Absorptive  
capacity 
Independent variable Independent variable Mediator variable 
Entrepreneurial 
management 
Moderator variable   
External knowledge 
search breadth 
 Moderator variable  
Institutional market 
orientation 
 Moderator variable  
Networking 
capabilities 
  Independent variable 
Method    
Research approach Quantitative Quantitative Quantitative 
Research strategy Survey study Survey study Survey study 
Data collection Questionnaire Questionnaire Questionnaire 
Context Australia and Iran Australia and Iran Australia and Iran 
Non-response bias Chi-square and t-tests Chi-square and t-tests Chi-square and t-tests 
Method bias 
Double respondents 
(Iran) 
Double respondents 
(Iran) 
Double respondents 
(Iran) 
 Harman’s test Harman’s test Harman’s test 
 Marker variable Marker variable Marker variable 
 Different scale format Different scale format  
Data analysis Factor analysis Factor analysis Factor analysis 
 Regression analysis Regression analysis Regression analysis 
  Slope difference test Bootstrapping 
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Chapter 4: Study I 
 
The moderating role of Entrepreneurial Management in the relationship 
between Absorptive Capacity and Corporate Entrepreneurship: An Attention-
Based View 
 
 
Abstract 
Building on the attention-based view, this study contends that companies need a 
mechanism to channel their absorptive capacity towards corporate entrepreneurship. 
This study suggests entrepreneurial management as the attentional driver of a firm’s 
absorptive capacity towards corporate entrepreneurship. From the analysis of a 
sample of 331 supplier companies providing products and services to the mining 
industries in Australia and Iran, I observed that absorptive capacity fosters 
corporate entrepreneurship. The data also demonstrates that the positive effect of 
absorptive capacity on corporate entrepreneurship increases when companies adopt 
an entrepreneurial culture and a reward system. However, entrepreneurial growth- 
and resource orientations negatively moderate the relationship between absorptive 
capacity and corporate entrepreneurship.  
Keywords: Absorptive capacity, entrepreneurial management, attention-based view, 
corporate entrepreneurship. 
4.1 INTRODUCTION 
Why are some firms more able to create higher levels of corporate entrepreneurship 
than others? This question has gained a lot of attention in the literature as corporate 
entrepreneurship is increasingly considered as an effective path to high levels of 
corporate performance (Yiu & Lau, 2008; Zahra, 1995), growth (Zahra, 1993; Zahra 
& Covin, 1995), profitability (Covin & Slevin, 1991), and competitive advantage 
(Covin & Miles, 1999). Scholars have lately pointed to the importance of a firm’s 
capability to recognise the value of external new knowledge, assimilate and exploit it 
in stimulating corporate entrepreneurship (Qian & Acs, 2013; Teng, 2007; Zahra et 
al., 2009). This capability was first introduced by Cohen and Levinthal (1990) as a 
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firm’s absorptive capacity. Absorptive capacity can enhance a company’s ability in 
the recognition and exploitation of entrepreneurial opportunities through making 
sense of new external knowledge and utilising it (Qian & Acs, 2013; Teng, 2007; 
Zahra et al., 2009).  
There are, however, no present empirical studies on the impact of absorptive capacity 
on corporate entrepreneurship. Recently, Lane et al., (2006) have observed that prior 
research has mainly investigated the effect of absorptive capacity on incremental 
innovation, and little attention has been paid to how this capability can be used for 
more valuable entrepreneurial initiatives such as breakthrough innovation, entering 
new markets or developing new systems and strategies. Absorptive capacity can be 
used in a wide variety of activities and for different purposes vying with each other 
for corporate attention (Lane et al., 2006; Volberda et al., 2010; Zahra & George, 
2002). Specifically, exploratory processes underlying corporate entrepreneurship are 
at odds with mainstream business activities. As such, corporate entrepreneurship is 
mainly competing with ongoing business operations to catch organisational attention 
(Burgelman & Valikangas, 2005; Burgelman, 1983a; Burgers et al., 2009; Van de 
Ven, 1986). Accordingly, a channelling mechanism to focus absorptive capacity on 
corporate entrepreneurship may be necessary. Building on the attention-based view 
(Ocasio, 1997, 2011), I suggest entrepreneurial management as the channelling 
mechanism to orient a firm’s absorptive capacity towards corporate entrepreneurship. 
Entrepreneurial management has recently emerged as a useful conceptualisation of a 
firm’s managerial approach with regard to stimulating entrepreneurial activities 
(Bradley et al., 2011; Brown et al., 2001; Stevenson, 1983). Stevenson attempts to 
develop a framework for understanding a managerial approach emphasising pursuit 
of entrepreneurial opportunities. I posit that entrepreneurial management drives a 
firm’s absorptive capacity towards corporate entrepreneurial activities. 
This research makes at least two important contributions to the existing literature. It 
first advances the literature of corporate entrepreneurship by connecting absorptive 
capacity to corporate entrepreneurship. More importantly, this study suggests a firm 
mechanism to orient absorptive capacity towards corporate entrepreneurship (Teng, 
2007; Zahra et al., 2009). Attention management and the necessity of allocating 
corporate efforts to entrepreneurial versus mainstream business activities is a long-
standing argument in the literature (Burgelman & Valikangas, 2005; Burgelman, 
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1983a; Van de Ven & Engleman, 2004; Van de Ven, 1986). However, how firms’ 
capabilities in tandem with attentional drivers promote corporate entrepreneurship is 
less argued in previous research. This study also provides a better understanding of 
the possible mechanism through which the underlying dimensions of entrepreneurial 
management foster corporate entrepreneurship. While Stevenson’s conceptualisation 
has been widely addressed in the literature, the mechanism through which it may 
affect corporate entrepreneurship has been less understood in the literature. I contend 
that it may channel a firm’s absorptive capacity towards corporate entrepreneurship. 
Finally, this study enriches the absorptive capacity literature by examining corporate 
mechanisms leveraging this capability towards more innovative and valuable outputs 
(Lane et al., 2006). This study can also add to the literature of capabilities suggesting 
that our understanding of corporate capabilities such as absorptive capacity can be 
enhanced by investigating the role of strategic managerial approaches in creating, 
developing, and deploying corporate capabilities (Ambrosini & Bowman, 2009; Lane 
et al., 2006; Volberda et al., 2010; Wang & Ahmed, 2007).   
4.2 THEORETICAL BACKGROUND AND HYPOTHESES 
The term corporate Entrepreneurship refers to entrepreneurial activities within 
established firms. These entrepreneurial activities entail innovation, venturing and 
strategic renewal (Zahra, 1996). Innovation concerns the development of new 
products and services. Venturing refers to the birth of new businesses within existing 
companies through expanding operations in current or new markets. Firms tend to 
create new ventures when opportunities in new markets are not attainable with 
current resources and structures, or they put out of the purview of their current base 
businesses such as entering new technological spaces or areas (Teng, 2007; Verbeke, 
Chrisman, & Yuan, 2007). Strategic renewal means the redefinition of the scope of a 
business or significant changes in its competitive strategy, leading to new positions 
in the market (Sharma & Chrisman, 1999; Zahra, 1996). These activities are 
complementary and mutually supportive. For example, renewing the competitive 
approach may enhance the benefits of venturing activities, and new product 
development may make strategic renewal activities more beneficial (Heavey et al., 
2009; Simsek, 2007; Simsek & Heavey, 2011; Simsek et al., 2007). As such, 
“treating individual components of corporate entrepreneurship as independent 
ignores their potential complementarity” (Simsek & Heavey, 2011, p. 83).  
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Corporate entrepreneurship is mainly based on exploratory activities for creating new 
knowledge to exploit new and emerging opportunities manifesting as innovation in 
products, processes, systems and markets (Teng, 2007). The traditional view of the 
internal development of new knowledge is accompanied by such issues as high 
Research and Development (R&D) expenses, high levels of risk and timing issues 
(Eisenhardt & Schoonhoven, 1996; Teng, 2007). As such, scholars have recently 
shifted attention to sourcing new knowledge from other players in the market such as 
suppliers, customers, research centres and competitors as an effective approach for 
firms pursuing corporate entrepreneurship (Simsek et al., 2003; Teng, 2007; Zahra et 
al., 2009). In this respect, a firm’s absorptive capacity and current knowledge bases 
play an important role in assimilation and exploitation of new external knowledge 
(Qian & Acs, 2013; Teng, 2007; Zahra et al., 2009). However, a basic challenge 
firms face is whether to engage their absorptive capacity in exploratory activities for 
future viability or in exploitative and mainstream activities to ensure existing 
viability (March, 1991; Van de Ven & Engleman, 2004). These activities are at odds 
with each other and competing for organisational attention (Burgelman & 
Valikangas, 2005; Burgelman, 1983a; Van de Ven, 1986). In a seminal paper, Van 
de Ven (1986, p. 591) argues that “organisations are largely designed to focus on, 
harvest, and protect existing practices rather than pay attention to developing new 
ideas.” Hence, attention management concerning the allocation of corporate efforts 
and capabilities to entrepreneurial versus on-going corporate operations is the most 
essential step for enhancing corporate entrepreneurship. 
Theorising an attention-based perspective of a firm, Ocasio (1997, 2011) considers 
organisational attention the most valuable resource in companies and the main reason 
why firms act differently in adapting to their business environment and developing 
new products and services. This theory builds on three related premises: 1) firms’ 
actions depend on the issues or answers on which they focus; 2) their focus of 
attention depends on the situation or context in which employees and decision 
makers find themselves; 3) the specific situation is shaped by attentional drivers such 
as corporate strategic orientations, culture, structure and reward systems. These 
factors affect the availability, salience, legitimacy, value and relevance of issues and 
answers for decision makers within companies, leading to different actions. As such, 
this theory proposes that innovative activities in companies are not only a function of 
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their organisational resources and capabilities, but more importantly are conditioned 
by how well they are channelled towards desired activities (Ocasio, 1997). Building 
on this theory, I suggest entrepreneurial management as the attentional driver of 
absorptive capacity towards corporate entrepreneurship.  
4.2.1 Absorptive capacity and corporate entrepreneurship  
Absorptive capacity allows firms to absorb and utilise external knowledge through 
exploratory, transformative and exploitative learning (Lane et al., 2006). Corporate 
entrepreneurial activities are mainly based on firm’s capabilities to combine new and 
existing knowledge (Kogut & Zander, 1992). Absorptive capacity can facilitate this 
process by enabling firms to better recognize the value of new external knowledge, 
assimilate and exploit it (Cohen & Levinthal, 1990; Escribano et al., 2009). In their 
seminal article, Cohen and Levinthal (1990) argue that some firms are able to value, 
understand and apply new external knowledge with less cost and effort than others, 
because they have already invested in cultivating their absorptive capacity and 
related knowledge. This capacity helps firms make sense of new external knowledge 
and mitigates the barriers of knowledge transfer such as tacitness or embeddedness 
(Cummings & Teng, 2003). Part of a firm’s absorptive capacity is the capability to 
store and reactivate prior knowledge (Garud & Nayyar, 1994; Jansen et al., 2005). 
New assimilated knowledge may need to be maintained due to temporal lags in the 
development of complementary knowledge or markets (Garud & Nayyar, 1994). 
These capabilities enable a firm to absorb new knowledge that can be subsequently 
used for corporate entrepreneurship. Finally, creating corporate entrepreneurship 
relies on the combinative capabilities of absorptive capacity to combine new and 
existing knowledge towards innovative outcomes (Zahra and George, 2002). This 
requires capabilities for the combination of new and existing knowledge and work on 
the tangible applications of new knowledge such as new product and services ideas, 
patent application and new prototypes. Together, these complementary learning 
processes facilitate the attraction and injection of new external knowledge in a firm’s 
value-creation processes, and can hence raise the level of corporate entrepreneurship.  
Hypothesis 1: Absorptive capacity is positively associated with corporate 
entrepreneurship. 
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4.2.2 Absorptive capacity, entrepreneurial management and corporate 
entrepreneurship  
Stevenson and his colleagues conceptually contrast two opposite kinds of managerial 
approach. The first approach is entrepreneurial management which is opportunity-
driven and directed by emerging opportunities in the environment. The second is an 
administrative approach, guided by the most efficient use of controlled resources 
(Stevenson, 1983; Stevenson & Gumpert, 1985; Stevenson & Jarillo, 1990). 
Stevenson and his colleagues attempt to develop a framework for understanding 
managerial approaches stressing the recognition and exploitation of entrepreneurial 
opportunities (Brown et al., 2001). They argue that “entrepreneurship is a process by 
which individuals – either on their own or inside organisations – pursue opportunities 
without regard to the resources they currently control” (Stevenson & Jarillo, 1990, p. 
23). Brown et al. (2001) empirically validate six sub-dimensions determining the 
extent to which a firm displays an entrepreneurial versus administrative approach. 
These dimensions are growth orientation, strategic orientation, resource orientation, 
reward philosophy, management structure, and entrepreneurial culture. Brown et al. 
(2001) posit that entrepreneurial management includes different aspects of a firm’s 
entrepreneurial approach, and a firm may be entrepreneurial in one or a few aspects, 
but not in all the aspects. From an attention-based view (Ocasio, 1997, 2011), I now 
argue how these dimensions can shape the effect of absorptive capacity on corporate 
entrepreneurship. 
Strategic orientation refers to factors driving the creation of strategy in firms. At one 
end of the continuum, companies with more entrepreneurial approach are opportunity 
driven and their perception of the opportunities in the environment drives their 
strategy. As such, almost any opportunity can be relevant to the company, and they 
actively and rapidly pursue the recognised opportunities. At the other extreme, 
administrative firms are resource-driven and consider resources as their starting point 
and try to efficiently utilise their resources. Thus, only opportunities related to the 
current resources are relevant to them, and their commitment to opportunities is 
slow, but longer compared to opportunity-driven firms. Administrative companies 
focus more on their current situation, and while defining their strategy they “will not 
try to leap far beyond current situation” (Stevenson, 1983, p. 4). I expect companies 
with an opportunity-driven strategic orientation to better leverage their absorptive 
capacity towards corporate entrepreneurship than those with the resource-driven 
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strategic orientation. According to the attention-based view (Ocasio, 1997, 2011), 
strategic orientation is one of the attentional drivers guiding organisational attention 
through prioritising selected issues and answers. Capabilities essentially act in a way 
commensurate with strategic orientations. As corporate entrepreneurial activities are 
mainly based on recognising and pursuing new and emerging opportunities, 
opportunity-driven companies are more likely to channel their absorptive capacity 
towards corporate entrepreneurship. On the other hand, resource-driven companies 
consider their resources as their starting point, and they are likely to engage their 
absorptive capacity in the better utilisation of their current resources and increasing 
efficiency. These firms may screen out many entrepreneurial opportunities or ideas 
falling beyond their ambit or not related to their current resources (Ren & Guo, 
2011). It follows then that:  
Hypothesis 2: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an opportunity-driven strategic 
orientation than a resource-driven strategic orientation.  
Resource orientation concerns the commitment and control of resources. Firms with 
a more entrepreneurial approach attempt to reduce their resource commitment 
through investing in a multi-stage manner and using others’ resources. On the other 
hand, administrative firms invest in a single stage manner after a thorough analysis. 
Firms with entrepreneurial resource orientations prefer to utilise others’ resources 
such as financial capital, intellectual capital, skills, and competencies through sub-
contracting, outsourcing or renting; conservative companies would rather control 
resources by the ownership or employment of the resources required. Such a resource 
orientation causes firms to be flexible in changing their direction and following 
multiple opportunities with the help of others (Bradley et al., 2011; Brown et al., 
2001). It is expected that the interaction of absorptive capacity and entrepreneurial 
resource orientation would result in more corporate entrepreneurship. As companies 
invest in a multi-stage manner and try to use others’ resources, they have greater 
flexibility for attending to a wider range of new opportunities and ideas for pursuing 
corporate entrepreneurship (Lane et al., 2006; Ren & Guo, 2011). As such, 
absorptive capacity in these firms is more likely to be oriented towards corporate 
entrepreneurship. On the other hand, administrators have difficulty reversing due to 
their large resource commitment (Chesbrough, 2007). As such, they may be forced to 
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ignore many entrepreneurial opportunities, and limit their absorptive capacity to 
opportunities matching their current resources. It follows then that: 
Hypothesis 3: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for firms with an entrepreneurial resource orientation 
than an administrative resource orientation.  
Management Structure reflects the desired degree of structural organicity. Firms with 
a more entrepreneurial approach have organic and flat structures composed of 
multiple informal networks to enable employees to freely seek opportunities. On the 
other hand, administrative firms possess mechanistic structures with a formalised 
hierarchy and clearly defined authority lines, routines, responsibilities and systems 
for measuring efficiency (Brown et al., 2001). One of the main attentional drivers 
addressed by Ocasio (1997) is organisational structure. He argues that firms through 
structural actions such as creating the communication channels, job descriptions, and 
information and control systems conducive to their desired actions can manage their 
corporate attention. Stevenson contends that firms with an entrepreneurial approach 
through developing organic structures create an environment where people can freely 
locate and pursue opportunities. Creating loose and informal control systems, 
disregarding formal procedures, being allowed to use a wide range of management 
styles, acting based on situations and their personality and not job description 
(Brown et al., 2001), increases decision makers’ discretion or latitude for attending to 
a wider range of opportunities and ideas. Managerial discretion and latitude increase 
entrepreneurial attention to more opportunities and ideas for entrepreneurial activities 
(Cho & Hambrick, 2006). Stevenson argues that the entrepreneurial structure is 
designed for employees to freely seek and pursue entrepreneurial opportunities. 
Thus, the entrepreneurial structure facilitates channelling absorptive capacity towards 
undertaking corporate entrepreneurship. Ireland and Webb (2009) suggest that 
exploratory activities require more organic organisational structures. On the other 
hand, administrators may channel their absorptive capacity to increasing efficiency 
and optimal use of resources through tight control systems, uniform management 
style and formal job descriptions (Brown et al., 2001). It follows then that: 
Hypothesis 4: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial organisational 
structure than an administrative organisational structure. 
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Reward Philosophy refers to how companies compensate their employees’ efforts. 
Since the main focus of firms with an entrepreneurial approach is value creation 
through seeking and exploiting opportunities, compensations and promotions in these 
companies are based on the success of individuals or teams in adding value to the 
firm. As such, in these firms compensation is value-driven and performance-based. 
On the other hand, administrative firms compensate their employees based on their 
position in the hierarchy, their responsibilities, the amount of controlled resources, 
and seniority, and in case of success they are even promoted to higher positions with 
more resources under their control (Brown et al., 2001; Stevenson, 1983). It appears 
that companies with an entrepreneurial reward system can better leverage their 
absorptive capacity towards corporate entrepreneurship. As the entrepreneurial 
reward system connects compensations and promotions to value creation, absorptive 
capacity in these firms is more likely to be channelled to corporate entrepreneurial 
activities which are value-creating outputs (Simsek & Heavey, 2011; Yiu et al., 
2007; Yiu & Lau, 2008). Bradley et al., (2011) argue that the compensation of 
employees based on value added motivates a greater proportion of employees to 
pursue entrepreneurial opportunities. Simsek et al., (2007) likewise suggest that 
outcome based incentives can serve like a lubricator and deploy organisational 
resources towards corporate entrepreneurship. It follows then that: 
Hypothesis 5: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for firms with an entrepreneurial reward philosophy 
than an administrative reward philosophy. 
Growth orientation refers to a company’s intended pace or speed of growth. Firms 
with an entrepreneurial approach prefer rapid growth by looking beyond controlled 
resources and acting based on available opportunities for growth. In contrast, 
administrative companies desire slower growth at a steady pace so as to not unsettle 
the company or put the accumulated resources at risk (Brown et al., 2001). As one 
effective path to growth for firms is through their entrepreneurial activities (Zahra, 
1993; Zahra & Covin, 1995), companies with entrepreneurial growth orientation are 
more likely to channel their absorptive capacity towards corporate entrepreneurship. 
Conversely, firms with an administrative growth orientation may channel their 
absorptive capacity for conducting their ongoing operations or exploiting current 
opportunities which are a more predictable and certain method of growth (March, 
  Chapter 4: Study I 80 
1991; Ren & Guo, 2011). As uncertainty and momentariness are integral parts of 
emerging opportunities (Teng, 2007), these firms may ignore and miss many 
opportunities and options for corporate entrepreneurship. It follows then that: 
Hypothesis 6: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for firms with an entrepreneurial growth orientation 
than an administrative growth orientation.  
Culture can be defined as a “pattern of shared values and beliefs that help individuals 
understand organisational functioning and that provide norms for behaviour in the 
organisation” (Deshpande & Webster 1989, p. 4). Companies with an entrepreneurial 
culture repeatedly encourage and promote new ideas, creativity, experimentation, 
and broad search for opportunities because opportunities are considered as the 
starting point in these companies. As such, a work environment full of new ideas is 
created in these companies. Conversely, as administrative companies focus on the 
optimal use of controlled resources, search for opportunities is restricted by resources 
and only ideas related to increasing efficiency would be encouraged. As such, a work 
environment with just enough ideas, or a lack of ideas, is generated by administrative 
companies (Brown et al., 2001). It is logical to expect that companies with an 
entrepreneurial culture will better channel their absorptive capacity towards 
corporate entrepreneurship. Ocasio (1997) argues that organisational culture through 
valuing selected issues and answers, structures organisational attention. An 
entrepreneurial culture values seeking opportunities, experimentation, developing 
new ideas, and potential failures. This should distribute organisational attention and 
absorptive capacity to activities for fostering corporate entrepreneurship. On the 
other hand, an administrative culture may channel absorptive capacity to the 
mainstream activities or a limited set of proven opportunities for increasing 
efficiency and more efficient utilisation of resources. It follows then that: 
Hypothesis 7: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial culture than an 
administrative culture. 
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4.3 METHODOLOGY 
4.3.1 Sample and data collection 
The sample comprises supplier companies providing products and services to the 
Iranian and Australian mining industries. I focused on a single industry to confine the 
extraneous variation of heterogeneous industry factors (Davidsson, 2008; Wales et 
al., 2012). I also chose the mining industry as this industry is heavily exploitation-
driven (Bartos, 2007; Tedesco & Haseltine, 2010). As such, the attention-based view 
may be very necessary for companies in this context to more effectively utilise their 
absorptive capacity for corporate entrepreneurial activities. I selected the two distinct 
institutional contexts of Iran and Australia to reduce the risk of random test, and to 
investigate the boundary conditions and generalisability of the findings (Hubbard et 
al., 1998; Zahra, 2007). Picking one developing country and one developed country 
should help accomplish these purposes. Both of these countries are among the top 
fifteen mineral-rich countries in the world and the mining industry is a large and 
important sector in these countries. To identify the sample, a variety of publicly 
available databases were used in both Iran and Australia. Each database added 
unique entries as well as overlap with the other databases, enhancing validity and 
reducing biases arising from a single source of information.  
I collected quantitative data through a questionnaire survey to test the strength of 
relationships between the variables in the model. I conducted the survey because 
secondary data does not typically provide information related to firms’ capabilities, 
such as absorptive capacity and managerial approaches. As argued in Chapter 3, 
other strategies such as experiment, observation, and case studies were less suitable 
due to timing, financial and participatory issues, non-directly observable variables, 
and inadequate potential for estimating the strength of relationships between 
variables and making statistical generalisations. In developing the survey instrument, 
it was pre-tested and modified based on feedback from panels of academics, 
practitioners and consultants in the mining industries in both Iran and Australia. The 
most recommended technique of back-translation (Brislin, 1970) was also used to 
translate the instrument to Farsi, the native language of Iran. The data from the two 
surveys in their respective contexts were pooled, and institutional context was used 
as a control variable. 
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The first survey was conducted in Iran from mid-September to mid-November 2012. 
The instrument was distributed to around 600 firms in Iran. Following Podsakoff et 
al. (2003), potential common method bias in cross-sectional studies was mitigated by 
dividing the questionnaire into two parts; one included the independent variables and 
one the dependent variable. Two informants in each company were asked to 
complete the survey, one for independent variables and one for dependent variables. 
Ultimately, 126 usable double-respondent questionnaires were received for an 
effective response rate of 21%. The second survey was conducted in December and 
January 2012 in Australia. The survey was distributed to around 1700 firms. The 
companies were provided with both hard copies and unique passwords for accessing 
an online version of the survey in the belief it would boost response rates. 
Participants were also promised a management report of the project results upon 
completion of the research. Eventually, 205 questionnaires were returned for a 
response rate of 12%, consistent with the 10–12% typical response rate recorded in 
studies targeting top executives (Hambrick et al., 1993). Chi-square and t-tests on the 
mean differences between early and late respondents in terms of size and key 
variables in the model showed no statistically significant differences (Armstrong & 
Overton, 1977; Simsek et al., 2007). Thus, non-response bias was not expected to 
influence this study. Chapter 3 contains further elaboration on the sample and data 
collection and the reasoning behind the methodological choices (pp. 56–63).  
4.3.2 Measures 
Corporate entrepreneurship: The extent to which companies pursue corporate 
entrepreneurial activities was measured based on scales developed by Zahra (1996) 
and Zahra et al. (2000). The scale captures the dimensions of innovation, developing 
new products and services, international and local venturing, the birth of new 
business within existing companies and entering new markets, and renewal, 
redefining the business scope or strategy (Yiu et al., 2007; Yiu & Lau, 2008). 
Respondents were asked to rate 15 items, based on a five-point Likert scale, with 
scores ranging from 1 (“strongly disagree”) to 5 (“strongly agree”). Following the 
literature (Heavey et al., 2009; Simsek, 2007; Simsek & Heavey, 2011; Simsek et al., 
2007), I used corporate entrepreneurship as a meta-construct, as it better captures 
synergies between the dimensions. The results of the confirmative factor analysis for 
assessing the measurement validity suggested a reasonably good model fit (χ2 (86) = 
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248.916, n = 331, p<0.001, χ2/df = 2.89; SRMR = .069; RMSEA = .076; CFI = .908; 
GFI = .911). All factor loadings were highly significant (p < 0.001) and the 
coefficient alpha for the overall scale was .83.  
Following the literature (e.g., Tanriverdi & Venkatraman, 2005), the existence of 
higher order factors was tested using the target coefficient index. It is the ratio of the 
chi-square of the first-order model to the chi-square of the higher-order model, 
developed by Marsh and Hocevar (1985). This statistic reflects the extent to which 
the co-variation among first-order factors is explained by the higher-order factor. 
This index approaches 1.0 and values above .90 show an effective explanation of 
inter-relationships between lower-order factors by the higher order factor. A target 
coefficient statistic of .96 showed the higher order model effectively accounted for 
the relationships between the lower order individual dimensions (Marsh & Hocevar, 
1985). 
Absorptive capacity: Absorptive capacity was measured through the three learning 
processes of exploratory learning, comprising acquisition and assimilation 
dimensions; transformative learning, encompassing maintenance and reactivation 
dimensions; and exploitative learning, capturing transmutation and exploitation 
dimensions (Biedenbach & Müller, 2012; Schleimer & Pedersen, 2013; Tranekjer & 
Knudsen, 2012). Absorptive capacity was used as a three-dimensional meta-construct 
represented by 21 items rated on a five-point Likert scale, ranging from 1 (“strongly 
disagree”), to 5 (“strongly agree”). One of the items, related to the assimilation 
dimension, was eliminated while running factor analysis because of its low loading. 
Measurement validity was tested by comparing six alternative measurement models. 
Model 1 was a one-dimensional first-order factor accounting for the variance of all 
the items. In model 2 and model 3 all the items formed six correlated and 
uncorrelated first-order factors respectively. Models 4 and 5 had all six first-order 
factors loading onto one second-order factor and three correlated second-order 
factors, exploratory, transformative and exploitative learning processes respectively. 
Finally, in model 6 the relationships between the three learning processes were 
explained by a higher order factor, absorptive capacity. 
The comparison of models 1 and 2 revealed that model 2 (χ2 = 364.21, df = 155) had 
a better fit than model 1 (χ2 = 861.03, df = 170) because of having a lower chi-square 
relative to the degrees of freedom, providing support for the multi-dimensionality of 
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absorptive capacity (Lane et al., 2006). Accordingly, model 2 was a better-fitting 
model than model 3 (χ2 = 1158.174, df = 170), indicating that the correlations among 
the pair of first-order factors significantly differed from zero, and since they were 
below .90, it revealed that they were capturing distinctive theoretical content, 
supporting discriminant validity (Bagozzi et al., 1991). As in model 2 the 
standardised loadings were all highly significant (p < 0.001), convergent validity was 
also supported in this model. 
The comparison of the second-order models 4 and 5 showed that model 5 (χ2 = 
388.800, df = 162) was superior to model 4 (χ2 = 421.184, df = 164), as the three 
proposed learning processes had a higher fit than one second-order factor. The target 
coefficient (Marsh & Hocevar, 1985; Tanriverdi & Venkatraman, 2005) between the 
higher order model 5 (χ2 = 388.800, df = 162) and lower order model 2 was .97, 
showing the three learning processes effectively accounted for the relationships 
among the six first-order dimensions. All factor loadings were highly significant (p < 
0.001) in model 5 as well.  
For comparing model 5 and model 6, as in the specification of three first-order 
factors, the higher order structure will be just identified. Following Byrne (2009), 
equality constraints were placed on two particular parameters at the upper level 
based on the critical ratio for difference between the two parameters to make the 
higher order model over-identified. The target coefficient between the higher order 
model 6 (χ2 = 389.549, df = 163) and lower order model 5 was .99, indicating that a 
three-dimensional meta-construct effectively explained the relationships among the 
three lower factors. As such, model 6 was the superior model. The results of the 
confirmatory factor analysis for this model suggested a reasonably good model fit (χ2 
(163) = 389.549, n = 331, p<0.001, χ2/df = 2.39; SRMR = .054; RMSEA = .065; CFI 
= .917; TLI = .903). All factor loadings in this model were also highly significant (p 
< 0.001). The coefficient alpha for the overall absorptive capacity scale is .90. 
Entrepreneurial management: Stevenson’s conceptualisation of entrepreneurial 
management was operationalised by Brown et al. (2001) based on a sample size of 
1278 companies operating in different industries with different sizes and corporate 
governances. They empirically identified six dimensions measuring the extent to 
which a company displays an entrepreneurial versus administrative approach. These 
sub-dimensions are strategic orientation, growth orientation, resource orientation, 
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reward philosophy, management structure and entrepreneurial culture. In the original 
scale (Brown et al., 2001) the Cronbach’s Alpha value of reward philosophy (α = 
.58) was a little below the acceptable level of .60 (Kline, 1999). As such, I adapted 
four items from Balkin and Gomez-Mejia (1990) to address the possible issues with 
the reward philosophy dimension. These items measure how much a company’s 
reward system is based on performance or value-creation, consistent with 
Stevenson’s conceptualisation of reward philosophy. I used the original scale 
validated by Brown et al. (2001) for measuring the other dimensions as used in the 
literature (Bradley et al., 2011; Bruining et al., 2013). These dimensions were 
measured on a seven-point semantic differential scale, contrasting an entrepreneurial 
with an administrative approach. Respondents were asked to determine for each pair 
of the opposite statements which position in the continuum best described their 
managerial practices.  
The results of the confirmatory factor analysis for measuring the measurement 
validity suggested a reasonably good model fit (χ2 (120) = 303.570, n = 331, 
p<0.001, χ2/df = 2.53; SRMR = .062; RMSEA = .068; CFI = .90; GFI = .907). All 
factor loadings were highly significant (p < 0.001) except for one item related to 
reward philosophy and two related resource orientation which were dropped from the 
analysis. Growth orientation was measured with a two item scale (α = .64), strategic 
orientation with a three item scale (α = .75), management structure a five item scale 
(α = .82), organisational culture a three item scale (α = .70), resource orientation a 
two item scale (α = .66) and reward philosophy a three item scale (α = .68). 
Control variables: To control for possible confounding effects and extraneous 
variation, a number of variables were included in this study as control variables. 
Firm size is an important factor in explaining firm behaviour (Liao et al., 2003) as 
larger companies may have more resources, but less flexibility, for corporate 
entrepreneurial activities (Burgers et al., 2009). I therefore controlled for the number 
of full time employees. Following the Australian Bureau of Statistics (ABS), firm 
size was measured through a categorical scale such that “1 to 4” employees was 
considered micro, “5 to 19” as small, “20 to 199” as medium and “over 200” as large 
business. The literature also acknowledges that environmental dynamism influences 
corporate entrepreneurial activities (Heavey et al., 2009). As such, environmental 
dynamism, capturing the rate of changes in the competitive environment, was 
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controlled through a four-item scale, used in the literature (Jansen et al., 2005). The 
coefficient alpha for this scale was .83. Finally, additional institutional and industry 
effects were controlled by using one dummy variable for institutional context in 
which Iran served as the reference group and five industry dummies: consulting 
services, contracting, support and services, supplies and consumables, and equipment 
and manufacturer. 
4.3.3 Measurement validity tests 
Apart from adopting the measures from the literature for increasing concept validity 
(DeVellis, 2003) and using confirmative factor analysis for examining discriminant 
and convergent validity (Bagozzi et al., 1991), the following steps were taken to 
minimise concerns about the common method bias and testing the measurement 
validity. To mitigate the common method bias in Iran, two respondents were asked to 
complete the survey instrument, one for the dependent variable and one for 
independent variables (Podsakoff et al., 2003). Two post-hoc statistical tests were 
also conducted to assess the effect of method bias. Fist, Harman’s single factor test 
was conducted to test the presence of the common method bias among the whole 
sample. As multiple factors emerged from the solution, and the first factor did not 
account for the majority of the explained variance (it was less than 20%), it was 
considered that common method bias should not be a major concern in this research 
(Podsakoff & Organ, 1986). I also followed the partial correlation procedure 
proposed by Lindell and Whitney (2001) to more precisely assess the method bias in 
the data. I added an unrelated item to the instrument as a marker variable. I checked 
whether or not the partial correlation coefficients for all correlated variables were 
still statistically significant after controlling for the marker variable or not. As the 
original correlations between all correlated variables still remained significant while 
controlling for the marker variable, the method bias did not appear to pose a major 
issue for the data. Further detail on this matter is contained in Chapter 3 (pp. 65–67). 
The discriminant validity of absorptive capacity and the underlying dimensions of 
entrepreneurial management were tested using Anderson and Gerbing’s (1988) 
proposed procedure. First, an unconstrained model, in which items related to each 
factor were loaded to their intended indicator, was tested. A constrained model, in 
which the correlation between these two constructs was limited to one (perfectly 
correlated), was then tested to see whether or not the former model was significantly 
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better than the limited model. Since the chi-square difference between each pair was 
well above 10.828 (the critical chi-square value for one degree of freedom at p = 
.001) it was highly significant, supporting discriminant validity. The chi-square 
difference tests between absorptive capacity and growth orientation (Δχ2 (1) = 187, p 
< .001), strategic orientation (Δχ2 (1) = 135, p < .001), resource orientation (Δχ2 (1) 
= 105, p < .001), management structure (Δχ2 (1) = 132, p < .001), reward philosophy 
(Δχ2 (1) = 106, p < .001) and finally organisational culture (Δχ2 (1) = 133, p < .001) 
were all statistically significant, confirming the discriminant validity of absorptive 
capacity and entrepreneurial management. I also conducted the chi-square difference 
tests between corporate entrepreneurship and the sub-dimensions of entrepreneurial 
management, and they were all statistically significant. For example, the results 
between corporate entrepreneurship and growth orientation (Δχ2 (1) = 32, p < .001), 
culture (Δχ2 (1) = 59, p < .001) and reward philosophy (Δχ2 (1) = 100, p < .001) 
show discriminant validity between these variables. 
4.3.4 Analysis and results 
Hierarchical regression analysis was used to test the hypotheses. Predictors were all 
mean-centred (Cohen, Cohen, West, & Aiken, 2003). Table 4.1 presents the means, 
standard deviations and correlations for the variables in this study. Since the 
correlations between each pair of the variables are all below the suggested cut off of 
.70 (Tabachnick & Fidell 1996) and the calculated variance inflation factor (VIF) for 
each regression equation is well below the recommended level of 10, it was expected 
that multi-collinearity should not bias the results. Table 4.2 also shows moderated 
regression results for corporate entrepreneurship. Model 1 tested the relationship 
between the control variables and corporate entrepreneurship. This model contained 
three of the four firm size dummies, as medium was used as the reference group and 
four of the five industry dummies because manufacturing was considered as the 
reference group. The sub-dimensions of entrepreneurial management also entered as 
control variables in this model so that the unique variance explained by absorptive 
capacity could be examined in model 2, adding the direct effect of absorptive 
capacity to the first model. Model 3 to model 9 included the two-way interactions of 
absorptive capacity and different sub-dimensions of entrepreneurial management.  
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Table  4.1 Means, standard deviations and correlations  
  Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) 
1. CE a 3.39 .56 (.83)                  
2. ACAP a 3.63 .52 .37** (.90)                 
3. GO a 3.86 1.78 .18** -.04 (.64)                
4. SO a 4.27 1.53 .01 .18** -.46** (.75)               
5. RO a 3.60 1.51 .11** .05* .31** -.14** (.66)              
6. MS a 4.02 1.31 -.12** .005 -.30** .27** -.15** (.82)             
7. RPH a 4.50 1.37 .10** .24** -.46** .51** -.22** .36** (.68)            
8. OC a 4.95 1.18 .34** .34** .11** -.04 .03 -.11** .08** (.70)           
9. Context b .61 .48 -.008 .15** -.36** .27** -.42** .30** .40** -.12** -          
10. Dynamism 3.54 .64 .19** .29** -.02 .01 .03 .09** .01 .16** -.06** (.83)         
11. Support  .09 .28 .11 .10** -.009 .02 -.09** -.03 .13** .12** .16** .05* -        
12. Supplies  .22 .42 .04* -.02 .03 .008 -.10** -.004 .03 -.07** .19** -.006 -.17** -       
13. Contracting .13 .34 -.03 .002 .04* -.01 -.02 -.07** -.009 .02 -.08** -.003 -.12** -.21** -      
14. Consulting .12 .32 -.09* .013 -.10** .06** -.07** .17** .06** -.12** .25** -.15** -.11** -.20** -.14** -     
15. Manufacturing .37 .48 -.01 -.05* .05* -.04* .22** -.03 -.12** .04* -.39** -.05* -.24** -.42** -.31** -.28** -    
16. Micro .09 .30 -.16** .01 .08** -.07** -.08** .09 .02 -.03 .26** -.04* .14** .05** -.04* .03 -.11** -   
17. Small .35 .47 .01 -.02 .004 -.02 .16** .001 -.05* .02 -.18** -.05** .07** -.04* -.02 -.005 .006 -.24** -  
18. Medium .45 .49 .02 .02 .07** .003 -.03 -.04 -.04 -.006 -.11** .12** -.09** .008 -.03 -.07** .13** -.30** -.67** - 
19. Large .07 .26 .14** .01 -.06** .13** -.12** -.01 .14** .02 .22** -.05** -.09** .001 .14** 13** -.11** -.09** -.21** -.26** 
N=331. Numbers in parentheses on the diagonal are Cronbach’s coefficient alphas of the composite scales. 
a Corporate Entrepreneurship (CE), Absorptive Capacity (ACAP), Growth Orientation (GO), Strategic Orientation (SO), Resource Orientation (RO), Management Structure (MS), Reward 
Philosophy (RPH), Organisational Culture (OC) 
b Iran context served as reference group. 
** Correlation is significant at the 0.0l level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed). 
+ Correlation is significant at the 0.10 level (2-tailed). 
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Table  4.2 Moderated regression results for corporate entrepreneurship  
 
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
Control variables 
 
       
Industry dummies a 
 
       
-  Consulting -.061 -.086 -.088 -.069 -.084 -.082 -.095 -.056 
- Contracting -.084 -.094 .096 -.091 -.096 -.092 -.113 -.085 
- Supplies and 
consumables 
.078 .084 .080 .104 .085 .084 .080 .090 
- Support and service .136 .134 .126 .100 .135 .114 .134 .108 
Organisational size 
dummies b  
       
- Micro -.264** -.266*** -.264*** -.247** -.265*** -.274*** -.251** -.254*** 
- Small .023 .022 .024 .009 .025 .026 .025 .013 
- Large .278** .314*** .320*** .339*** .311*** .318*** .316** .302*** 
Environmental dynamism .123** .067 .055 .047 .068 .052 .058 .057 
Institutional context c .105 .045 .065 .050 .038 .068 .065 .047 
Strategic Orientation  .014 -.001 -.003 .003 -.001 -.004 .000 -.001 
Resource Orientation  .036 .026 ..027 .046** .024 .033 .021 .027 
Management Structure  -.028 -.021 -.024 -.030 -.020 -.025 -.027 -.021 
Reward Philosophy  .058** .043* .038 .033 .045* .040 .035 .050* 
Growth Orientation  .072*** .065** .065*** .051*** .064*** .068*** .066*** .070*** 
Organisational Culture  .127*** .09*** .093*** .101*** .090 .095*** .091*** .098*** 
Main effect 
 
       
Absorptive Capacity  
 
.28*** .276*** .255*** .281*** .288*** .269*** .293*** 
Interaction effects         
Absorptive Capacity * Strategic Orientation .053       
Absorptive Capacity * Resource Orientation  -.126***     
Absorptive Capacity * Management Structure   -.019    
Absorptive Capacity * Reward Philosophy    .079**   
Absorptive Capacity * Growth Orientation     -.063**  
Absorptive Capacity * Organisational Culture      .122*** 
F- Change  7.081 22.139*** 2.266 3.926** .232 3.926** 4.586** 11.120*** 
Adjusted R2 .217*** .266*** .269 .273** .264 .273** .274** .289*** 
N=331. Unstandardised regression coefficients are displayed in the table. 
*** P < 0.01, ** P < 0.05, * P < 0.10. 
a Manufacturing served as reference group in regression analyses. 
b Medium size served as reference group in regression analyses. 
c Iran context served as reference group in regression analyses. 
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Model 1, containing control variables, shows that micro and large business have a 
positive effect on corporate entrepreneurship, indicating that larger companies have 
more corporate entrepreneurial activities. Growth orientation, reward philosophy and 
organisational culture also have positive direct significant effect on corporate 
entrepreneurship (see Table 4.2). Model 2 also in Table 4.2 indicates that absorptive 
capacity positively impacts corporate entrepreneurship (β = .28, p < .01), providing 
support for hypothesis 1. Conversely, model 3 shows that the variance explained by 
the two way interaction of absorptive capacity and strategic orientation is not 
significant (β = .053, p >.10), thus not supporting hypothesis 2. 
The data also indicated that resource orientation negatively moderates the 
relationship between absorptive capacity and corporate entrepreneurship (β = -.126, p 
< .01), which is contrary to the hypothesised prediction. To further interpret the 
interaction effect, Aiken and West’s (1991) plotting technique was used in which the 
effects of the independent variables on the dependent variable in the low (one 
standard deviation below the mean) and high (one standard deviation above the 
mean) levels of moderator are depicted. As shown in Figure 4.1, the increasing level 
of absorptive capacity generates more corporate entrepreneurship for the 
administrative than the entrepreneurial resource orientation.  
Figure  4.1 Interaction of absorptive capacity and resource orientation 
 
 
With respect to hypothesis 4, which predicted that entrepreneurial structure would 
have a positive moderating effect on the relationship between absorptive capacity 
and corporate entrepreneurship, the results did not support the hypothesis (β = -.019, 
p >.10). The data, however, did support hypothesis 5, suggesting that entrepreneurial 
reward philosophy would positively moderate the effect of absorptive capacity on 
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corporate entrepreneurship (β =.079, p < .05). As shown in Figure 4.2, corporate 
entrepreneurship increases at a faster rate for an entrepreneurial versus an 
administrative reward philosophy. 
Figure  4.2 Interaction of absorptive capacity and reward philosophy 
 
 
With regard to hypothesis 6, contrary to the hypothesised prediction that growth 
orientation would positively moderate the relationship between absorptive capacity 
and corporate entrepreneurship, I found that growth orientation negatively moderated 
the relationship between absorptive capacity and corporate entrepreneurship (β =.-
.063, p < .05). As shown in Figure 4.3, for companies with the entrepreneurial 
growth orientation, the increasing level of absorptive capacity has little impact on 
corporate entrepreneurship. By contrast, for firms with the administrative growth 
orientation, the increasing level of absorptive capacity has a significant positive 
effect on corporate entrepreneurship. 
Figure  4.3 Interaction of absorptive capacity and growth orientation 
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Finally, the results support hypothesis 7 which predicted that an entrepreneurial 
culture positively moderates the effect of absorptive capacity on corporate 
entrepreneurship (β = .122, p < .01). The interaction plot in Figure 4.4 indicates that 
for firms with an entrepreneurial culture, an increase in absorptive capacity has a 
stronger positive effect on corporate entrepreneurship.  
Figure  4.4 Interaction of absorptive capacity and organisational culture 
 
 
4.3.5 Post-hoc analysis and robustness tests 
Given the statistically significant correlations between the underlying dimensions of 
entrepreneurial management and institutional context (see Table 4.1), I also checked 
the three-way interaction effect of absorptive capacity, each of the dimensions of 
entrepreneurial management and institutional context on corporate entrepreneurship. 
This analysis can also be described as checking the moderating impact of 
institutional context on the two-way interaction impact of absorptive capacity and 
entrepreneurial management dimensions. The results showed that the variance 
explained by the three-way interaction effect was non-significant in all cases, except 
for organisational structure (p < .05). This indicates that the significant two-way 
interaction effects generally do not vary across the two different contexts.  
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4.4 DISCUSSION 
The main purpose of this study was to investigate the impact of a firm’s absorptive 
capacity on corporate entrepreneurship. It also examined corporate mechanisms 
assisting firms to orient their absorptive capacity towards corporate entrepreneurship. 
The literature recognises the importance of absorptive capacity in fostering corporate 
entrepreneurship (Teng, 2007; Zahra et al., 2009). Yet, to date there has been no 
investigation of how firms can more effectively utilise this capability for corporate 
entrepreneurship. Building on the attention-based view (Ocasio, 1997, 2011), I 
suggested entrepreneurial management as the attentional driver for channelling 
absorptive capacity towards corporate entrepreneurship. 
The findings indicate that absorptive capacity is positively associated with corporate 
entrepreneurship, providing support for hypothesis 1. This is consistent with prior 
studies contending that absorptive capacity should contribute to innovative activities 
in firms through enriching their stocks of knowledge (Cohen & Levinthal, 1990; 
McKelvie et al., 2007). These results extend the corporate entrepreneurship literature 
by empirically testing the suggestion that absorptive capacity stimulates corporate 
entrepreneurship through facilitating the infusion of new knowledge within value- 
creation processes in firms (Teng, 2007; Zahra et al., 2009). It also adds to the 
literature on absorptive capacity by connecting a firm’s absorptive capacity to 
dimensions other than innovation in products and services (Lane et al., 2006) such as 
business venturing and strategic renewal activities. Scholars suggest that absorptive 
capacity can lead to any commercial ends to which knowledge is used (Cohen & 
Levinthal, 1990; Zahra & George, 2002). 
The results also indicate that entrepreneurial reward philosophy positively moderates 
the relationship between absorptive capacity and corporate entrepreneurship. This 
supports the main argument that an entrepreneurial reward system emphasising the 
sharing of created value with employees is more likely to channel absorptive 
capacity towards the value-creating corporate entrepreneurial activities (Simsek & 
Heavey, 2011; Yiu et al., 2007; Yiu & Lau, 2008). These results are consistent with 
the proposition by Oliver (1997, p. 706) that “firms will be more likely to make 
optimal use of accumulated resources when the effective use of resources is tied 
formally to the firm’s incentive system.” The findings also suggest that an 
entrepreneurial culture, valuing creativity, experimentation, risk-taking and new 
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ideas, strengthens the impact of absorptive capacity on corporate entrepreneurship. 
From the attention-based view, it implies that an entrepreneurial culture better 
leverages absorptive capacity towards corporate entrepreneurship than an 
administrative culture. Ocasio (1997) argues that corporate culture, by valuing 
selected issues and answers, structures organisational attention. This finding enriches 
the literature of corporate entrepreneurship by empirically connecting absorptive 
capacity to corporate entrepreneurship, and more importantly showing the 
mechanisms enabling firms to more effectively benefit from their absorptive capacity 
for entrepreneurial activities (Teng, 2007; Zahra et al., 2009). The results suggest 
that absorptive capacity may not suffice to raise the level of corporate 
entrepreneurship. Firms also need mechanisms to channel their corporate absorptive 
capacity towards corporate entrepreneurship (Burgelman & Valikangas, 2005; 
Burgelman, 1983a; Van de Ven, 1986). This research suggests that entrepreneurial 
reward philosophy and culture can be such attentional drivers.  
Contrary to the hypothesised prediction, the data indicates that entrepreneurial 
resource and growth orientations negatively moderate the relationship between 
absorptive capacity and corporate entrepreneurship. Even though the interaction 
coefficients are negative, the interaction plots support the hypothesis to some extent. 
The plots show that in most cases absorptive capacity generates higher levels of 
corporate entrepreneurship when firms adopt entrepreneurial resource and growth 
orientations than administrative ones. In particular, for firms with low absorptive 
capacity entrepreneurial resource and growth orientations have a compensatory 
effect. This implies that in situations of high absorptive capacity it may be better for 
firms to focus their absorptive capacity. However, in situation of low absorptive 
capacity firms may need exploratory activities to enhance their levels of corporate 
entrepreneurship. Overall, the sub-dimensions of entrepreneurial management, 
organisational versus strategic dimensions, seem to have differential effects on the 
relationship between absorptive capacity and corporate entrepreneurship. This 
remains an interesting issue for further investigation in future studies.  
Finally, this study contributes to the absorptive capacity literature from an attention-
based view (Ocasio, 1997, 2011). Since absorptive capacity can be applied in a wide 
variety of areas and activities, it may be necessary and possible for firms to focus 
their absorptive capacity on more valuable innovative purposes (Lane et al., 2006). 
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This study is among the very first of empirical studies applying an attention-based 
view to absorptive capacity. Prior studies have mainly discussed absorptive capacity 
from learning-based rationales. This literature, however, provides less explanation 
about how firms can utilise their absorptive capacity for more valuable innovation 
(Lane et al., 2006). I argue that companies may need a mechanism to orient their 
absorptive capacity towards corporate entrepreneurship versus other purposes. The 
findings confirm that absorptive capacity in tandem with the attentional drivers such 
as an entrepreneurial reward system and culture generate higher levels of corporate 
entrepreneurship. Scholars also contend that the literature on absorptive capacity 
lacks insight into how the inter-relationships between corporate factors such as 
reward systems or culture and absorptive capacity shapes organisational outcomes 
(Lane et al., 2006; Volberda et al., 2010). The data suggests that the entrepreneurial 
reward system and culture have an enhancing effect on the relationship between 
absorptive capacity and entrepreneurial outputs possibly by leveraging it towards 
corporate entrepreneurship versus mainstream operations. 
The findings also have a number of managerial implications. Effectively benefiting 
from absorptive capacity for entrepreneurial purposes is contingent on how well 
firms channel this capability towards entrepreneurial versus mainstream activities. 
This can be achieved by organisational channelling mechanisms such as promoting 
an entrepreneurial culture promoting new ideas, risk-taking, experimentation, a broad 
search for entrepreneurial opportunities, and creating a reward system focusing on 
performance and long-term results. Overall, the data suggests that using absorptive 
capacity in tandem with an entrepreneurial culture and reward system leads to higher 
levels of corporate entrepreneurship. 
4.4.1 Limitations and future research 
As most research in the social science and management spheres, this study is also 
accompanied by limitations providing paths for future research. One potential 
restriction in this study is that the mining industry is heavily exploitation-driven 
(Bartos, 2007; Tedesco & Haseltine, 2010). As such, the attention-based view may 
be very necessary for firms in this context to more effectively utilise their absorptive 
capacity for more valuable innovative outputs. That is why the mining sector was 
chosen for testing the hypotheses. This characteristic may make the findings more 
prominent in this sector, but which may not be as strong in other industries. 
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Replicating this research in other industries and comparing the results may deal with 
this limitation, and provide more insights into the generalisability of the findings. 
Moreover, while the theory suggests the direction of causality from absorptive 
capacity to corporate entrepreneurship, since this study is a cross-sectional study, the 
reverse or reciprocal causality cannot be thoroughly ruled out. Future studies with a 
longitudinal research design may probably advance the understanding from the 
nature of relationships between the variables in the study given that constructs such 
as absorptive capacity seem to develop over time, and are not a stable or static 
constructs. 
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Chapter 5: Study II 
 
Capable but not able: The effect of institutional context and search breadth on 
the absorptive capacity-corporate entrepreneurship relationship 
 
Abstract 
This study investigates how the interaction of institutional market orientation and 
external search breadth influences the ability to use absorptive capacity to raise the 
level of corporate entrepreneurship. The findings from a sample of 331 supplier 
companies providing products and services to the mining industry in Australia and 
Iran indicate that the positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with greater external knowledge search 
breadth. Moreover, operating in a less market-oriented institutional context, such as 
Iran, diminishes the ability to utilise a firm’s absorptive capacity to raise the level of 
corporate entrepreneurship. Yet, companies operating in such contexts are able to 
overcome these disadvantages posed by their institutional context by engaging in a 
broader external search for knowledge.  
Keywords: Absorptive capacity, external knowledge search breadth, institutional 
market orientation, corporate entrepreneurship. 
5.1 INTRODUCTION 
Corporate Entrepreneurship, comprising a company’s innovative, venturing and 
strategic renewal activities (Simsek, 2007; Zahra, 1996), is increasingly considered 
an effective path to high levels of firm performance (Yiu & Lau, 2008; Zahra, 1995), 
growth (Zahra, 1993; Zahra & Covin, 1995), profitability (Covin & Slevin, 1991) 
and competitive advantage (Covin & Miles, 1999). Accordingly, scholars have 
sought to identify factors stimulating corporate entrepreneurship (Heavey et al., 
2009; Simsek & Heavey, 2011; Yiu & Lau, 2008). Lately scholars have hinted at the 
importance of a firm’s absorptive capacity in fostering corporate entrepreneurship 
(Qian & Acs, 2013; Teng, 2007; Zahra et al., 2009). One of the main challenges 
companies face in pursing corporate entrepreneurship is generating new knowledge 
(Agarwal et al., 2007; Teng, 2007; Zahra et al., 2009). Corporate entrepreneurship is 
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knowledge-intensive and relies on new knowledge for doing things differently, or 
doing different things manifesting in different forms of innovation in products and 
services, processes, systems, strategies and markets (Teng, 2007). Absorptive 
capacity can enable companies to fill their knowledge gaps in a timelier and more 
effective manner for undertaking corporate entrepreneurship through making sense 
of new external knowledge and combining it in value-creation processes (Qian & 
Acs, 2013; Teng, 2007; Zahra et al., 2009). 
Effective exploitation of absorptive capacity for entrepreneurial initiatives, however, 
depends on the extent to which companies are exposed to new external knowledge 
(Audretsch & Keilbach, 2007; Qian & Acs, 2013; Zahra & George, 2002). Recently 
scholars have argued that contexts are heterogeneous with regard to new knowledge 
richness (Acs et al., 2009; Agarwal et al., 2007) depending on their institutional 
market orientation, which is the extent to which a context adheres to free market 
policies (Shinkle & McCann, 2014; Zhao, 2006). Thus, the impact of absorptive 
capacity on corporate entrepreneurship should vary by institutional context, and 
companies may need context-specific mechanisms to benefit from their absorptive 
capacity. This raises two important questions: how can firms in less market-oriented 
institutional contexts mitigate the suppressive impacts of their institutional context to 
more effectively utilise their absorptive capacity for corporate entrepreneurship? To 
what extent are these mechanisms subject to variation across institutional contexts? 
This study suggests that the interaction of two factors at different levels, the firm and 
the institutional context, shape the effect of absorptive capacity on entrepreneurial 
activities in companies. I first build on the prior literature and posit that absorptive 
capacity can stimulate corporate entrepreneurship through facilitating the transfer 
and utilisation of new external knowledge (Qian & Acs, 2013; Teng, 2007; Zahra et 
al., 2009). I, however, argue that this positive relationship is weaker for firms 
operating in a context with less institutional market orientation due to relatively 
lower exposure to new external knowledge (Shinkle & McCann, 2014; Zhao, 2006). 
I then suggest external knowledge search breadth as a corporate mechanism enabling 
firms to more effectively benefit from their absorptive capacity for corporate 
entrepreneurship. External knowledge search breadth refers to “the number of 
external sources or search channels that firms rely upon in their innovative activities” 
(Laursen & Salter, 2006, p. 134). Scholars have lately posited that a firm’s exposure 
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to new knowledge depends on how widely the firm has decided to search for external 
knowledge or the extent to which it would like to engage external knowledge 
resources in its value creation processes (Chesbrough, 2007; Drechsler & Natter, 
2012; Laursen & Salter, 2006). The more widely they search, the greater the 
probability of gaining knowledge leading to a valuable innovation (Laursen & Salter, 
2006; Leiponen & Helfat, 2010). Nevertheless, I expect external search breadth to be 
more important as a booster of absorptive capacity benefits for companies in less 
market-oriented institutional contexts. The hypotheses are tested by conducting a 
comparative survey in two contexts with different levels of institutional development 
for market functions, Australia and Iran.  
Overall, this study makes at least two important contributions to the literature of 
corporate entrepreneurship. It first enriches the literature by showing that the impact 
of absorptive capacity on corporate entrepreneurship varies across institutional 
contexts. Furthermore, this study suggests external knowledge search breadth as a 
compensatory mechanism for more effective exploitation of absorptive capacity in 
entrepreneurial activities. Specifically, I argue that the impact of external knowledge 
search breadth as a booster of absorptive capacity is particularly important for firms 
operating in the contexts with less market orientation. This advances our 
understanding of how firms operating in less market-oriented institutional contexts 
can offset the voids in their institutional contexts for more effective exploitation of 
their capabilities in entrepreneurial activities (Khanna & Palepu, 1997; Peng, 2003; 
Peng & Heath, 1996). This also provides more insights into how institutional forces 
affect the effectiveness of organisational actions and approaches for entrepreneurial 
activities (Bruton et al., 2008; Hitt et al., 2011; Welter, 2011). Hitt et al. (2011), in 
particular, call for research investigating how institutional voids may affect decisions 
and actions of firms for undertaking entrepreneurial activities. Finally, this study 
provides additional insights for the absorptive capacity literature by showing how the 
relationship between a firm’s absorptive capacity and corporate entrepreneurship is 
moderated by the firm’s institutional context and knowledge search breadth. 
5.2 THEORETICAL BACKGROUND AND HYPOTHESES 
As elaborated in Chapters 2 and 4, the term corporate entrepreneurship concerns 
entrepreneurial activities within established firms entailing innovation, venturing, 
and strategic renewal (pp. 13–16, p. 73). These activities are assumed to be 
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complementary and mutually supportive. (Heavey et al., 2009; Simsek, 2007; Simsek 
& Heavey, 2011; Simsek et al., 2007). Scholars posit that a key feature of corporate 
entrepreneurship is its knowledge intensity or knowledge orientation (Agarwal et al., 
2007; Teng, 2007; Zahra et al., 2009). Indeed, corporate entrepreneurship relies on 
generating new knowledge for developing new products and services, processes, 
systems, and strategies (Teng, 2007). New knowledge can be either developed within 
the internal boundaries of firms such as sustained investments in Research and 
Development (R&D) activities or obtained from external sources such as suppliers, 
customers, research centres and competitors (Hitt, Ireland, & Lee, 2000; Zahra & 
Nielsen, 2002). Internal development of knowledge is not often feasible for firms due 
to competitive and economic reasons. It is accompanied by high resource and 
development expenses, high levels of risk and timing issues (Eisenhardt & 
Schoonhoven, 1996; Teng, 2007). As such, companies have lately adopted external 
knowledge sourcing as an effective approach to more effectively fill their knowledge 
gaps for corporate entrepreneurial purposes (Simsek et al., 2003; Teng, 2007; Zahra 
et al., 2009).  
Absorptive capacity aides firms to successfully assimilate and exploit new external 
knowledge (Cohen & Levinthal, 1990; Lane et al., 2006). However, a firm’s ability 
to utilise its absorptive capacity for innovative activity is conditional on the extent to 
which firms are exposed to external new and complementary knowledge (Audretsch 
& Keilbach, 2007; Qian & Acs, 2013; Zahra & George, 2002). Contexts rich in new 
knowledge provide more entrepreneurial opportunities than impoverished contexts 
regarding new and complementary knowledge (Acs et al., 2009; Agarwal et al., 
2007). As such, companies can more effectively benefit from their absorptive 
capacity for innovative initiatives in contexts richer in new knowledge (Cohen & 
Levinthal, 1990; Zahra & George, 2002). Scholars have recently argued that 
institutional market orientation impacts firms’ exposure to new knowledge (Shinkle 
& McCann, 2014; Zhao, 2006). Thus, the effectiveness of a firm’s absorptive 
capacity for corporate entrepreneurship could depend on its context’s institutional 
market orientation. In Chapter 4, I argued for the direct impact of a firm’s absorptive 
capacity on corporate entrepreneurship (p. 75). In the following sections, I explain 
how institutional contexts and external knowledge search breadth affect a firm’s 
ability to utilise its absorptive capacity for pursuing corporate entrepreneurship.  
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5.2.1 Absorptive capacity and institutional market orientation  
Institutional market orientation refers to the extent to which rules and regulations in a 
context adhere to free-market policies (Shinkle et al., 2013). It is measured by the 
level of freedom in such areas as trade, investment, financial, business operations and 
property rights (Kane et al., 2007). Institutional contexts with higher levels of 
institutional market orientation are characterised by higher levels of “profit-driven 
incentive structures, rule of the law including strong intellectual property rights, 
regulatory frameworks that support market behaviour and high economic 
productivity” (Shinkle & McCann, 2014). Due to the positive effects of market-based 
systems on economic growth (Svejnar, 2002) or functional, political and social 
pressures (Oliver, 1992), economies are essentially moving toward more-market 
oriented systems by undertaking different institutional reforms such as  privatisation, 
price and trade liberalisation, development of market-oriented legal systems and 
banking system reforms (Peng, 2003; Svejnar, 2002). However, the breadth of 
reforms differs across countries such that the greater an economy’s institutional 
market orientation, the less the breadth of reforms and the resulting uncertainty in 
that economy (Kim, Kim, & Hoskisson, 2010; Shinkle et al., 2013). Recently 
researchers have started to recognised the importance of different levels of 
institutional market orientation in action-output relationships. This stream of research 
argues that companies may need different organisational capabilities and strategies 
for rationally pursuing their interests in different contexts with different levels of 
market orientation (Lin et al., 2009; Luk et al., 2008; Peng, 2003; Peng & Heath, 
1996; Shinkle et al., 2013; Shinkle & McCann, 2014). Particularly, institutional 
voids in less market-oriented contexts may diminish a firm’s ability to utilise their 
capabilities for organisational outputs. As such, firms in such contexts may require 
corporate mechanisms to offset voids in their institutional context (Khanna & Palepu, 
1997; Peng, 2003; Peng & Heath, 1996). 
I expect the impact of absorptive capacity on corporate entrepreneurship to be 
stronger in countries with high institutional market orientation. The ability of firms to 
utilise their absorptive capacity for corporate entrepreneurship depends on the extent 
to which they are exposed to new external knowledge (Audretsch & Keilbach, 2007; 
Qian & Acs, 2013). Contexts with higher levels of institutional market orientation 
are more munificent in new knowledge for two reasons. First, market-supporting 
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institutions in such contexts such as strong intellectual property rights protection 
increase firms’ incentives to invest in the development of new knowledge (Shinkle & 
McCann, 2014; Zhao, 2006). Second, firms in these contexts are more open to inter-
organisational actions as supportive institutions in such contexts reduce the concern 
of opportunism in exchange relationships (Peng, 2003, 2009). This increases the 
availability of new and complementary knowledge in more market-oriented contexts. 
As such, firms operating in more market-oriented contexts are more exposed to new 
knowledge and can hence more effectively deploy their absorptive capacity to inject 
new external knowledge in their value-creation processes and raise the level of 
corporate entrepreneurship. 
On the other hand, institutional voids in less market-oriented contexts, such as weak 
property rights protection (Newman, 2000; Peng, 2003; Peng & Heath, 1996; Shinkle 
et al., 2013), not only decrease firms’ investments in new knowledge (Shinkle & 
McCann, 2014; Zhao, 2006), but also cause them to resort to isolating mechanisms to 
protect their knowledge-based discoveries (Escribano et al., 2009; Zahra & George, 
2002). This makes such contexts less munificent in new knowledge and accordingly 
diminishes the ability to utilise a firm’s absorptive capacity to enhance corporate 
entrepreneurship. Similarly, scholars have recently suggested that contexts rich in 
new knowledge provide more knowledge spillover opportunities for actors in the 
contexts to take advantage of their absorptive capacity for corporate entrepreneurial 
activities (Audretsch & Keilbach, 2007; Qian & Acs, 2013). Thus, the following 
hypothesis can be developed:  
Hypothesis 1: The effect of absorptive capacity on corporate entrepreneurship will 
be more positive in countries with higher institutional market orientation. 
5.2.2 Absorptive capacity and external knowledge search breadth 
Laursen and Salter (2006, p. 134) define external knowledge search breadth as “the 
number of external sources or search channels that firms rely upon in their innovative 
activities.” It is considered as a strategic approach, reflecting a firm’s tendency to 
search widely and engage more external knowledge sources in its value-creation 
processes (Chesbrough, 2007; Drechsler & Natter, 2012; Laursen & Salter, 2006). 
Laursen and Salter (2006) contend that gaining knowledge from different sources can 
be challenging for companies, as approaching each of the search channels may 
require different corporate practices. Nevertheless, firms may miss opportunities due 
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to lack of openness or focus only on a narrow range of sources. They suggest that 
companies can more effectively benefit from their absorptive capacity through 
adopting a search approach focusing on leveraging knowledge from diverse sources 
of knowledge (Grimpe & Sofka, 2009; Laursen & Salter, 2006).  
Following Laursen and Salter’s suggestion, I argue that firms can better exploit their 
absorptive capacity for corporate entrepreneurship by adopting an external 
knowledge search approach. First, searching widely enhances the likelihood of 
obtaining the required knowledge for filling knowledge gaps. Leiponen and Helfat 
(2010, p. 225) contend that “by accessing a greater number of knowledge sources, 
the firm will improve the probability of obtaining knowledge that will lead to a 
valuable innovation output.” Second, researchers posit that external search breadth 
increases the amount and variety of knowledge entering in the process of value of 
creation (Leiponen & Helfat, 2010, 2011; Nieto & Santamaria, 2007). This enables 
firms with higher levels of absorptive capacity to pursue corporate entrepreneurship 
through recombination of external complementary knowledge (Kogut & Zander, 
1992). Zahra et al. (2009) argue that obtaining varied knowledge from diverse 
sources increases options for corporate entrepreneurship. As such, it is expected that 
firms will better utilise their absorptive capacity for corporate entrepreneurship by 
searching widely to obtain new options for innovation (Leiponen & Helfat, 2010; 
Zahra et al., 2009), fill their knowledge gaps (Teng, 2007), or create new knowledge 
through recombination of external knowledge (Kogut & Zander, 1992). Conversely, 
companies with a narrow search breadth may not be able to exploit their knowledge-
based discoveries due to less potential to fill their knowledge gaps or may miss many 
potential entrepreneurial opportunities due to closeness (Laursen & Salter, 2006). 
Thus, it is predicted that companies can more effectively exploit their absorptive 
capacity for corporate entrepreneurship by engaging in a broader external search of 
knowledge. It follows then that:  
Hypothesis 2: Firms’ breadth of external knowledge search positively moderates the 
[positive] association between absorptive capacity and corporate entrepreneurship. 
5.2.3 Absorptive capacity, external search breadth and institutional market 
orientation 
In the previous sections I suggested two factors shaping the effect of absorptive 
capacity on corporate entrepreneurship, which are external knowledge search breadth 
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and institutional market orientation. I argued that adopting an external search breadth 
approach strengthens the association between absorptive capacity and corporate 
entrepreneurship, while lower levels of institutional market orientation weakens the 
effect of absorptive capacity on corporate entrepreneurship. In this section I suggest 
that firms in contexts with lower levels of institutional market orientation require 
increased external search breadth to benefit from their absorptive capacity for 
corporate entrepreneurship, than firms in more market-oriented institutional contexts.  
As argued before, the effectiveness of absorptive capacity in creating innovative 
outcomes depends strongly on the availability of other knowledge sources. In less 
market-oriented institutional contexts sources with new and complementary 
knowledge are scarer (Shinkle & McCann, 2014; Zhao, 2006). New knowledge 
scarcity in such contexts also implies that knowledge sources are sooner exhausted 
due to their relatively impoverished stocks of knowledge (Li & Atuahene-Gima, 
2001; Shinkle & McCann, 2014). Moreover, firms act more tightly (versus openly) 
and protectively to safeguard their knowledge discoveries in contexts with less 
institutional market orientation (Escribano et al., 2009; Peng, 2009; Zahra & George, 
2002). Firms in such contexts should undertake a wider knowledge search to gain 
access to new and complementary knowledge.  
In contrast, the pools of new knowledge and knowledge-rich sources in more market-
oriented contexts (Shinkle & McCann, 2014) reduce the necessity of wide search for 
new knowledge. Searching additional knowledge sources may be accompanied by 
limited additional benefit. This is supported by the theoretical arguments that there 
may be diminishing marginal returns for high levels of search breadth (Leiponen & 
Helfat, 2010; Wales et al., 2012). Thus, external knowledge search breadth should be 
more important for firms in more closed contexts to mitigate their knowledge 
dependency for undertaking corporate entrepreneurship. Thus, it is predicted that: 
Hypothesis 3: There is a three-way interaction among absorptive capacity, external 
search breadth, and institutional market orientation. Specifically, I expect external 
search breadth to be more important as a booster of absorptive capacity benefits for 
firms in less market-oriented institutional contexts (empirically represented by Iran) 
than countries with high institutional market orientation (empirically represented by 
Australia. 
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5.3 METHODOLOGY 
5.3.1 Sample and data collection 
To test the hypothesised relationships, a comparative study was conducted in two 
contexts with different institutional market orientations, Iran and Australia. The 
sample comprised supplier companies providing products and services to the Iranian 
and Australian mining industries. As with similar comparative studies (e.g., Lin et 
al., 2009), I focused on a single industry to confine the possible effect of extraneous 
variation of heterogeneous industry factors (Davidsson, 2008). Particularly, as this 
study is a comparative study of two different institutional contexts, a single industry 
can reduce the vulnerability of data to uncontrolled factors. I chose supplier firms in 
the mining industry, called the Mining, Equipment, Technology, and Service 
(METS) sector, because this sector is considered a technologically advanced sector 
(Bartos, 2007; Tedesco & Haseltine, 2010), and should therefore be suitable for 
studying absorptive capacity, which is contended as a capability more related to 
assimilating and utilising technological knowledge (Cohen & Levinthal, 1990; Tsai, 
2001). I selected two distinct institutional contexts, Iran and Australia, because I 
investigated institutional market orientation and needed two contexts with different 
levels of institutional market orientation. As explained in more detail in Chapter 3, 
the sample was identified using a wide range of publicly available databases in both 
Iran and Australia to increase validity and reduce biases implicit in a single source of 
information. This chapter uses data from the same questionnaire as the first study 
(pp. 56–63, pp. 81–82).  
5.3.2 Measures 
Corporate entrepreneurship: As elaborated in more detail in Chapter 4, corporate 
entrepreneurship was measured using scales developed by Zahra (1996) and Zahra et 
al. (2000). The scale captures the extent to which companies pursue corporate 
entrepreneurial activities, as measured by the dimensions of innovation, international 
and local venturing, and renewal activities. Corporate entrepreneurship is used as a 
meta-construct because it better captures synergies between the dimensions (pp. 82–
83).  
Absorptive capacity: Absorptive capacity was measured as a three-dimensional meta-
construct, represented by the three learning processes of exploratory learning, 
transformative learning, and exploitative learning (Biedenbach & Müller, 2012; 
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Schleimer & Pedersen, 2013; Tranekjer & Knudsen, 2012). Further information on 
the factor analysis is presented in Chapter 4 (pp. 83–84).  
Institutional market orientation: Consistent with the literature (e.g., Lin et al., 2009; 
Luk et al., 2008), a dummy variable was used in this study to represent the level of 
institutional market orientation, in which Australia was treated as an institutional 
setting with high level of market orientation (institutional market orientation=1) and 
Iran as a setting with low degree of institutional market orientation (institutional 
market orientation=0). The Heritage Foundation Index of Economic Freedom (Kane 
et al., 2007; www.heritage.org), contains data about 50 independent variables divided 
into 10 categories, including business operations, trade, property rights, investment, 
and financial freedom. The index has frequently been used in business or strategic 
management studies as a proxy to measure the level of institutional market 
orientation (Shinkle & Kriauciunas, 2010; Shinkle et al., 2013). One important 
advantage of this Index over other measures is in providing updated information 
(Meyer, Estrin, Bhaumik, & Peng, 2009). According to the 2012 Index of Economic 
Freedom, the year of my data collection, Iran ranked the 168
th
 freest economy, while 
Australia ranked the 3
rd
 freest economy. Furthermore, according to the International 
Monetary Fund (IMF), Iran is in the early stages of transition and moving to a more 
market-oriented economy (Jbili, Kramarenko, & Bailén, 2007).  
External search breadth: To measure external search breadth, consistent with the 
approach adopted by Laursen and Salter (2006) and Leiponen and Helfat (2010), 
seven important sources of technological knowledge in the industry were identified, 
including customers, suppliers, competitors, investors, other companies, industry 
associations and councils, universities and research centres. Respondents were asked 
to answer whether or not they have acquired new and important knowledge about 
technologies from each of the sources. Firms received 0 for not using and 1 for using 
the source. Then, their scores were summed such that the company not gaining 
knowledge from any sources scored 0, while one that acquired knowledge from all of 
the sources scored 7.  
Control variables: The possible confounding effects and extraneous variation were 
controlled by adding a number of variables to the analysis model as control variables. 
As in the first study (pp. 85–86), firm size, measuring the number of full time 
employees, environmental dynamism, capturing the rate of changes in the business 
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environment, and five industry dummies were controlled for. Past performance can 
be considered as an indication of slack in companies which influences corporate 
entrepreneurial activities (Bradley et al., 2011; Zahra & Hayton, 2008). Based on 
prior literature (Burgers et al., 2009), the four-item scale measured past performance 
in terms of net profit, sales growth, cash growth, and growth of the company’s value, 
with a coefficient alpha of .83. 
5.3.3 Measurement validity tests 
I attempted to increase concept validity by adopting already validated scales from the 
literature (DeVellis, 2003). Discriminant and convergent validity were also examined 
using confirmative factor analysis (Bagozzi et al., 1991). Moreover, I followed the 
respondent separation approach proposed by Podsakoff et al. (2003) to mitigate the 
common method bias in Iran. As previously contended in Chapters 3 and 4, I also 
conducted two post-hoc statistical tests (Harman’s single factor test and marker 
variable analysis) to evaluate the effect of method bias. The emergence of a multi-
factor model from a factor analysis model containing all variables (Podsakoff & 
Organ, 1986) and the statistically significant partial correlation coefficients after 
controlling for the marker variable (Lindell & Whitney, 2001) supported the notion 
that method bias does not impact the utility of this study (pp. 65–67, pp. 86–87). 
To test the convergent and discriminant validity of absorptive capacity and external 
search breadth, the procedure recommended by Anderson and Gerbing (1988) was 
followed in this study. First, an unconstrained model was tested, in which items 
related to each factor were loaded to their intended indicator. It resulted in a 
reasonably good fit (χ2/df = 1.978; RMSEA = .054; CFI = .90; IFI = .902), providing 
support for convergent validity. Then, I tested a constrained model with a high 
correlation between the constructs to see whether or not the former model was 
significantly better than the limited model or not. Since the chi-square difference, 
264, was well above 3.84 (the critical chi-square value for one degree of freedom at p 
= .05) it was highly significant, supporting discriminant validity. I also ran the chi-
square difference test between exploratory learning and external search breadth, and 
the test was highly significant, confirming discriminant validity (Δχ2 (1) = 228, p < 
.001).  
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5.3.4 Analysis and results 
Hierarchical regression analysis was used to test the hypotheses. Predictors, except 
for institutional market orientation, were both mean-centred (Cohen et al., 2003). 
Table 5.1 presents the means, standard deviations and correlations of the variables in 
this study. Since the correlations between each pair of variables are all below the 
suggested cut off of .70 (Tabachnick & Fidell 1996) and the calculated variance 
inflation factors (VIF) for each regression equation are well below the recommended 
level of 10, multi-collinearity should not bias the results. This table also indicates 
that institutional market orientation has a statistically significant positive correlation 
with absorptive capacity (r
2
 = .15, p < .01) and a negative correlation with external 
knowledge search breadth (r
2
 = -.38, p < .01). This implies that absorptive capacity is 
significantly larger in Australian firms while external knowledge search breadth is 
significantly smaller in these firms. These results are consistent with the arguments 
in hypotheses 1 and 3. As Australian firms can better utilise their absorptive capacity 
for corporate entrepreneurial outputs, they should have more incentives to cultivate 
this capability. As these firms have more absorptive capacity, they need less external 
knowledge search to overcome their knowledge dependency (hypothesis 3).  
Table 5.2 also shows moderated regression results for corporate entrepreneurship. 
Model 1 tested the relationship between the control variables and corporate 
entrepreneurship. This model contained three of the four firm size dummies, as 
medium was used as the reference group and four of the five industry dummies 
because manufacturing was considered as the reference group. Institutional market 
orientation and external search breadth also entered as control variables in this model 
so that the unique variance explained by absorptive capacity can be examined in 
model 2, adding the direct effect of absorptive capacity to the first model. Model 3 
included the two-way interaction of absorptive capacity and institutional market 
orientation as well as absorptive capacity and external search breadth, and finally 
model 4 tested the three-way interaction.  
Model 1, containing control variables, shows that micro and large business have a 
positive effect on corporate entrepreneurship, indicating that larger firms have more 
corporate entrepreneurial activities. Environmental dynamism and past performance 
significantly affect corporate entrepreneurship, but institutional market orientation 
and external search breadth do not have a direct effect on corporate entrepreneurship  
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Table  5.1 Means, standard deviations and correlations
 
 
  Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 
1. CE a 3.39 .56 (.83)              
2. ACAP a 3.63 .52 .37** (.90)             
3. Search breadth 3.60 2.03 .08 .05 (.70)            
4. Context b .61 .48 -.008 .15** -.38** -           
5. Dynamism 3.54 .64 .19** .29** .14** -.06 (.83)          
6. Performance 3.46 .65 .34** .25** .03 .10+ .17** (.83)         
7. Support  .09 .28 .11* .10+ -.03 .16** .05 .10 -        
8. Supplies  .22 .42 .04 .02 .01 .10** -.006 .07 -.17** -       
9. Contracting .13 .34 -.03 .002 .10+ -.08 -.003 .04 -.12* -.21** -      
10. Consulting .12 .32 -.09 .01 -.14** .25** -.15** -.08 -.11* -.20** -.14** -     
11. Manufacturing .37 .48 -.01 -.05 .04 -.39** .05 -.06 -.24** -.42** -.31** -.28** -    
12. Micro .09 .30 -.16** -.01 -.05 .26** -.04 -.14** .14* .05 -.04 .03 -.11* -   
13. Small .35 .47 -.01 .02 .08 -.18** -.05 -.13* .07 -.04 -.02 -.005 .006 -.24** -  
14. Medium .45 .49 .02 .02 -.03 -.11** .12** .17** -.09+ .008 .03 -.07 .13* -.30** -.67** - 
15. Large .07 .26 .14** .10 -.008 .22** -.05 .08 -.09+ .001 .14** .13* -.11* -.09+ -.21** -.26** 
N=331. Numbers in parentheses on the diagonal are Cronbach’s coefficient alphas of the composite scales. 
a 
 Corporate Entrepreneurship (CE), Absorptive Capacity (ACAP)  
b Institutional market orientation; Iran context served as reference group. 
** Correlation is significant at the 0.0l level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed). 
+ Correlation is significant at the 0.10 level (2-tailed). 
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Table  5.2 Moderated regression results for corporate entrepreneurship  
 
Model 1 Model 2 Model 3 Model 4 
Control variables 
 
   
Industry dummies a 
 
   
-  Consulting -.084 -.103 -.089 -.120 
- Contracting -.111 -.120 -.102 -.125 
- Supplies and consumables .040 .057 .075 .063 
- Support and service .188* .165 .137 .160 
Organisational size dummies b 
 
   
- Micro -.178** -.192* -.189* -.197** 
- Small .070 .055 .035 .020 
- Large .350** .360** .343** .373** 
Environmental dynamism .114** .034 .020 .003 
Past performance .248*** .192*** .191*** .167*** 
Institutional market orientation c -.040 -.091 -.096 -.063 
External search breadth .011 .016 .012 .06** 
Main effect 
 
 
 
 
Absorptive Capacity  
 
.344*** .152* .115 
Interaction effects  
 
 
Absorptive capacity * Institutional market orientation .348*** .371** 
Absorptive capacity * external search breadth  .059** .120** 
Institutional market orientation * external search breadth 
 
-.076** 
Absorptive capacity * external search breadth * Institutional market orientation -.093* 
F- Change  6.711*** 36.693*** 5.059*** 2.674* 
Adjusted R2 .160*** .245*** .264*** .282* 
N=331. Unstandardised regression coefficients are displayed in the table. 
*** = p<.01, ** = p < .05, * = p < .10. 
a Manufacturing served as reference group in regression analyses. 
b Medium size served as reference group in regression analyses. 
c Iran context served as reference group in regression analyses. 
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(see Table 5.2). Model 2, also in Table 5.2, indicates that absorptive capacity 
positively affects corporate entrepreneurship (β = .344, p < .01), providing support 
for the direct impact of absorptive capacity on corporate entrepreneurship. 
The interaction term of absorptive capacity and institutional market orientation in 
model 3 is significant (β = .348, p < .01), indicating that the variance explained by 
this two way interaction is significant (see Table 5.2). To interpret the significant 
interaction effect, Aiken and West’s (1991) plotting technique was used in which the 
effects of independent variables on the dependent variable in the low (one standard 
deviation below the mean) and high (one standard deviation above the mean) levels 
of moderator variables are depicted. In this case, low and high levels of a dummy 
variable, Iran versus Australia, have been used for creating the interaction plot such 
that Iran has been used as the reference group. As shown in Figure 5.1, the 
relationship between absorptive capacity and corporate entrepreneurship is much 
stronger in the more developed institutional context, Australia, and higher levels of 
absorptive capacity better stimulates corporate entrepreneurship in this context, 
indicating that hypothesis 1 is supported by the data (see Figure 5.1). 
Figure  5.1 Interaction of absorptive capacity and institutional market orientation 
 
 
Model 3 in Table 5.2 also indicates that the variance explained by the two way 
interaction of absorptive capacity and external search breadth is significant (β = .059, 
p < .05). The interaction plot in Figure 5.2 shows that as absorptive capacity 
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increases, higher levels of external search breadth lead to more corporate 
entrepreneurship and vice versa, supporting hypothesis 2.  
Figure  5.2 Interaction of absorptive capacity and external knowledge search breadth 
 
 
With regard to hypothesis 3, the regression coefficient of the three-way interaction in 
model 4 is marginally significant (β = -.093, p < .10), indicating that the variance 
explained by the three-way interaction is marginally significant (see Table 5.2). A 
graphic representation of the three-way interaction needs to be created to see whether 
the pattern of relationships between the variables is as predicted or not. Pursuing the 
approach proposed by Cohen et al. (2003) and Aiken and West (1991), used widely 
in the literature (e.g., Wiklund & Shepherd, 2005; Zhou & George, 2001), the 
relationships between absorptive capacity and corporate entrepreneurship at high and 
low levels of external search breadth and institutional market orientation (Iran versus 
Australia) are depicted through four plots in Figure 5.3.  
The difference between slopes was also checked following Dawson and Richter’s 
(2006) procedure. The main purpose of this post-hoc probing technique is to identify 
the significant three-way interaction results from significant differences between 
which pairs of the six combinations, created at high and low levels of the moderators, 
here external search breadth and institutional market orientation (Dawson & Richter, 
2006).  
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Figure  5.3 Interaction of absorptive capacity, external knowledge search breadth, and institutional 
market orientation 
 
Table  5.3 Slope difference tests 
Pair of slopes t-value for slope difference p-value for slope difference 
(1) and (2) 1.09 0.27 
(1) and (3) 2.41 0.01 
(1) and (4) 3.25 0.00 
(2) and (3) 0.46 0.64 
(2) and (4) 2.38 0.01 
(3) and (4) 2.92 0.00 
 
As can be seen in Figure 5.3 and Table 5.3, slope 2 is significantly more positive 
than slope 4 (t = 2.38, p < .05), and slope 1 is significantly more positive than slope 3 
(t = 2.71, p < .01), indicating that the interaction effect holds across both contexts, 
further supporting hypothesis 2. In terms of the three-way interaction, the data 
suggests there is not a significant difference between the contexts when knowledge 
search is high, since the slope difference between slopes 1 and 2 is insignificant (t = 
1.09, p > .10). This means that as long as Iranian firms use high knowledge search 
their absorptive capacity is just as effective in generating corporate entrepreneurship 
as in Australia. Yet, when knowledge search is low, Iranian firms’ absorptive 
capacity is far less effective in generating corporate entrepreneurship than Australian 
firms’ absorptive capacity because the slope difference between slopes 3 and 4 is 
also significant (t = 2.92, p < .01). These results support hypothesis 3, suggesting 
than firms in a context with a lower level of institutional market orientation require 
more external search breadth to benefit from their absorptive capacity for corporate 
entrepreneurship than firms in a higher level of institutional market orientation. 
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5.3.5 Post-hoc analysis and robustness tests 
To further validate the results, I conducted several robustness tests. First, I excluded 
the five items related to innovation from the corporate entrepreneurship construct and 
retested the model. Restricting corporate entrepreneurship to just represent venturing 
and renewal activities leads to similar results. This further supports that the other 
dimensions of corporate entrepreneurship contribute to these findings beyond 
innovation. Second, recent studies have suggested a curvilinear relationship of 
absorptive capacity and performance (Wales et al., 2012) and a curvilinear effect of 
external knowledge search on innovation (cf. Laursen & Salter, 2006). I included 
quadratic terms of absorptive capacity and external knowledge search breadth to test 
this alternative explanation. The existence of curvilinear relationships was not 
supported by the results. Finally, in addition to conducting chi-square difference test 
for checking discriminate validity between absorptive capacity and external 
knowledge search breadth, I followed Larrañeta et al. (2012) by excluding 
exploratory learning from the absorptive capacity construct and reran the regressions, 
obtaining similar results. 
5.4 DISCUSSION 
The main purpose of this study was to investigate how the impact of absorptive 
capacity on corporate entrepreneurship might be subject to the firm’s institutional 
market orientation and external knowledge search breadth. While the importance of 
absorptive capacity in stimulating corporate entrepreneurship has been argued in the 
literature (Teng, 2007; Zahra et al., 2009), little attention has been paid to the 
organisational mechanisms enabling companies to more effectively benefit from this 
capability for corporate entrepreneurship. Previous studies, in particular, do little to 
explain the role of institutional context and the way it may interact with corporate 
mechanisms to form the impact of absorptive capacity on corporate entrepreneurship. 
(Bruton et al., 2008; Hitt et al., 2011; Welter, 2011). I subsequently suggested 
institutional market orientation and external knowledge search breadth as two 
mechanisms shaping the effect of absorptive capacity on corporate entrepreneurship. 
The results first confirm hypothesis 1 suggesting absorptive capacity has more of an 
effect on corporate entrepreneurship in more market-oriented instructional contexts. 
The data indicates that the relationship between absorptive capacity and corporate 
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entrepreneurship is weaker in the less market-oriented institutional context. This 
supports the argument that institutional voids in contexts with less market orientation 
decrease a firm’s exposure to new knowledge. As such, absorptive capacity should 
be under-utilised in such contexts compared to companies in more market-oriented 
institutional contexts. This enriches the corporate entrepreneurship literature by 
showing that the impact of absorptive capacity on corporate entrepreneurship is 
influenced by the company’s institutional context (Teng, 2007; Zahra et al., 2009). 
This partly responds to the call for more research on how institutional forces may 
shape the impact of corporate actions for entrepreneurial purposes (Hitt et al., 2011). 
These results are in line with this assumption of entrepreneurship theory that contexts 
are also heterogeneous in terms of entrepreneurial opportunities (Davidsson, 2004). 
These findings also have additional insight for the absorptive capacity literature. 
Prior studies in this literature posit the role of task or business environmental 
dynamisms in intensifying the effect of absorptive capacity on corporate outcomes 
(Liao et al., 2003). I extend this literature by showing the way a firm’s institutional 
context affects the effectiveness of absorptive capacity for innovative purposes (Lane 
et al., 2006; Santoro, Bierly, & Gopalakrishnan, 2007; Volberda et al., 2010). 
Regarding the moderating impact of external knowledge search breadth, the findings 
support hypothesis 2. Zahra et al. (2009) have lately suggested boards of directors as 
a complementary mechanism for more effective utilisation of absorptive capacity for 
corporate entrepreneurship. This study suggests that greater exposure to new and 
complementary knowledge can also be achieved through broader external searches of 
knowledge (Laursen & Salter, 2006; Leiponen & Helfat, 2010; Love, Roper, & 
Vahter, 2013). The findings show that companies with higher levels of absorptive 
capacity can generate more corporate entrepreneurship through searching widely. 
Broader external search of knowledge is more likely to provide companies with 
knowledge leading to a valuable innovation (Laursen & Salter, 2006; Leiponen & 
Helfat, 2010). The increased amount and diversity of knowledge provides firms with 
more options for entrepreneurial activities (Burt, 1992, 1997; Zahra et al., 2009), and 
enhances their potential for filling their knowledge gaps and solving their internal 
problems (Teng, 2007). In the literature on absorptive capacity, scholars have lately 
focused on organisational factors assisting firms with more effective exploitation of 
their absorptive capacity for corporate outcomes, and acknowledged the moderating 
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effects of factors such as strategic orientations (Liao et al., 2003; Wales et al., 2012). 
I further extend this stream of research by empirically testing external search breadth 
as a mechanism for optimising the effect of absorptive capacity on corporate 
entrepreneurship.  
With regard to the way the interaction of external knowledge search breadth and 
institutional market orientation shape the effects of absorptive capacity on corporate 
entrepreneurship, the data provides marginal support for hypothesis 3. I suggest that 
external knowledge search breadth is more important as a booster of absorptive 
capacity benefits for firms in less market-oriented institutional contexts. The results 
indicate that firms in a context with low institutional market orientation, such as Iran, 
can utilise their absorptive capacity for corporate entrepreneurship as effectively as 
those in the more market-oriented institutional context, Australia, when they search 
widely. However, their ability to generate corporate entrepreneurship from their 
absorptive capacity reduces much more than those in a more market-oriented context 
when they do not search widely. This supports the contention that external 
knowledge search breadth can be more effective for firms operating in less market-
oriented contexts to mitigate the suppressive effects of their institutional voids, and 
utilise their absorptive capacity for corporate entrepreneurship. These findings 
advance the literature of corporate entrepreneurship and absorptive capacity by 
showing that the enhancing impact of external knowledge search breadth in the 
absorptive capacity-corporate entrepreneurship relationship varies across different 
levels of institutional market orientation.  
The findings also have additional implications for institution-based theory and the 
stream of research endeavouring to explain how firms in less market-oriented 
institutional contexts can compensate for their institutional voids (Khanna & Palepu, 
1997; Peng, 2003; Peng & Heath, 1996). In seminal articles, Peng and Heath (1996) 
and Peng (2003) put forward a general proposition that a network-based approach 
and reliance on others’ resources is more prevalent among companies in less market-
oriented contexts to fill institutional voids in their contexts such as lack of specialised 
intermediaries for providing sophisticated services (e.g., market research), lack of 
legal and financial infrastructure for acquisitions, and higher risk of innovation. They 
argue that a network or relation-based approach, emphasising “inter-organisational 
relationships with various players,” enables firms to better utilise their capabilities in 
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less market-oriented institutional contexts. The results echo this suggestion by 
showing that firms with more diverse external sources of knowledge in a context 
with less institutional market orientation more effectively exploit their absorptive 
capacity for corporate entrepreneurial activities.  
The results also have a number of managerial implications. Companies can more 
effectively benefit from investments in their absorptive capacity for corporate 
entrepreneurship by adopting an external knowledge search breadth approach. This is 
particularly beneficial for firms in less market-oriented institutional contexts to offset 
their institutional voids, and more effectively exploit their absorptive capacity for 
corporate entrepreneurship. Overall, it appears that absorptive capacity should be 
applied in tandem with an external knowledge search breadth approach to generate 
higher levels of corporate entrepreneurship, particularly in less market-oriented 
institutional contexts.  
5.4.1 Limitations and future research 
I recognise that this study has limitations, providing paths for future research. First, 
the results suggest that the level of institutional market orientation creates a threshold 
effect for the level of external knowledge search breadth needed for absorptive 
capacity to have a positive influence on corporate entrepreneurship. Investigating 
different levels of institutional market orientation could find that threshold and 
whether it exists. Besides, this study argued that institutional market orientation 
consists of multiple dimensions, and countries with similar levels of orientation may 
differ as to the level of these sub-dimensions. Unpacking the separate effects of these 
dimensions by researching countries with similar levels of overall orientation can be 
a worthwhile avenue for future research. Finally, this study is cross-sectional. 
Although this is believed to be suitable for comparative studies (Deshpande & 
Webster 1989; Luk et al., 2008), one potential concern of this research design is that 
it is subject to the threat of reverse or reciprocal causality. Since absorptive capacity 
seems to develop over time and is not a stable variable, studies with longitudinal 
research designs may better clarify the causality among variables in this study. 
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Chapter 6: Study III 
Networking capabilities and corporate entrepreneurship: 
The mediating role of absorptive capacity   
 
Abstract 
While the importance of inter-organisational relationships in stimulating corporate 
entrepreneurship is well argued in the literature, little attention has been paid to how 
corporate capabilities for formation, development, and integration of partnering 
relationships affect entrepreneurial activities in companies. From the analysis of a 
sample of 331 supplier companies providing products and services to the mining 
industry in Australia and Iran, I observe that partnering pro-activeness, relational 
governance, and portfolio coordination positively affect corporate entrepreneurship. 
Moreover, the data indicates that absorptive capacity fully mediates the relationships 
between each of these dimensions and corporate entrepreneurship. Overall, these 
results contribute to a better understanding of organisational capabilities enabling 
companies to better utilise network ties in the pursuit of corporate entrepreneurship. 
Keywords: Networking capabilities, partnering pro-activeness, relational governance, 
portfolio coordination, absorptive capacity, corporate entrepreneurship. 
6.1 INTRODUCTION 
Researchers have recently argued the importance of a firm’s capabilities for forming 
and managing its set of inter-firm relationships as a portfolio. The argument is that 
doing so allows better utilisation of external knowledge flows for organisational 
outcomes (Hoffmann, 2005; Kale & Singh, 2009; Sarkar et al., 2009; Schilke & 
Goerzen, 2010). This stream of research has begun to conceptualise organisational 
capabilities which enable firms to create more value from their network ties. Sarkar, 
Aulakh and Madhok (2009) recently unpacked organisational capabilities for 
formation, development, and integration of partnering relationships with different 
actors in the market. They introduce partnering pro-activeness, relational 
governance and portfolio coordination as three dimensions composing a firm’s 
networking capabilities. Sarkar et al. (2009) hint that these dimensions through 
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slightly different ways can increase a firm’s exposure to new and diverse knowledge. 
Given entrepreneurial activities are mainly based on access to knowledge diversity 
and complementary (Burt, 1992, 1997; Zahra et al., 2009), we are left with two 
unanswered questions: Do networking capabilities foster a firm’s engagement in 
corporate entrepreneurship? If so, how do these capabilities enhance corporate 
entrepreneurship? Building on the prior literature suggesting that access to new and 
diverse knowledge promotes innovative initiatives (Burt, 1992; Zahra et al., 2009), 
this study shows that networking capabilities stimulate the pursuit of corporate 
entrepreneurial activities. Scholars also propose that firms with greater access to new 
and diverse knowledge have greater opportunity to develop their absorptive capacity 
(Cockburn & Henderson, 1998; Zahra & George, 2002). Accordingly, I argue that 
the impact of networking capabilities on corporate entrepreneurship is transmitted by 
expanding the firm’s absorptive capacity (Cohen & Levinthal, 1990; Lane et al., 
2006).  
This study makes at least two important contributions to the literature. First, it 
contributes to the literature of corporate entrepreneurship by showing how partnering 
pro-activeness, relational governance and coordination of network portfolio firms 
can enhance their engagement in pursuit of corporate entrepreneurship. While the 
importance of inter-firm relationships in filling knowledge gaps and undertaking 
corporate entrepreneurship is well argued in the corporate entrepreneurship literature 
(Eisenhardt & Schoonhoven, 1996; Simsek et al., 2003; Teng, 2007), little attention 
has been paid to corporate capabilities enabling firms to more effectively benefit 
from partnering opportunities for corporate entrepreneurship. I argue that networking 
capabilities through the same mechanism of access to new and diverse knowledge, 
but in slightly different ways, increases the level of corporate entrepreneurship. 
Moreover, scholars suggest that the corporate entrepreneurship literature requires 
more causal and process-oriented explanations of the phenomenon (Corbett et al., 
2013). By identifying the mediating role of absorptive capacity, I reveal the 
mechanism that explains the relationships between the networking capabilities and 
corporate entrepreneurship. This study also offers additional insights for the network 
and absorptive capacity literature. Connecting networking capabilities to corporate 
entrepreneurship, I investigate organisational outcomes of networking capabilities 
other than performance (Sarkar et al., 2009; Schilke & Goerzen, 2010) and the 
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intermediary mechanism through which these capabilities influence firm outcomes. 
In addition, the absorptive capacity literature lacks understanding of organisational 
mechanisms affecting the development of a company’s absorptive capacity (Lane et 
al., 2006; Volberda et al., 2010). I suggest that networking capabilities can also be a 
fundamental means for expanding a firm’s absorptive capacity. 
6.2 THEORETICAL BACKGROUND AND HYPOTHESES 
As contended in Chapters 2 and 4, the term corporate entrepreneurship entails the 
sum of innovation, venturing and strategic renewal activities within established firms 
(pp. 13–16, p. 73). Scholars have recently argued the importance of partnering 
relationships for filling a company’s knowledge gaps and undertaking corporate 
entrepreneurship. In a seminal article, Eisenhardt and Schoonhoven (1996) argue that 
the underlying logic for developing inter-firm relationships is need. Firms need 
additional knowledge that partnerships can provide for innovative activities. Teng 
(2007) similarly contends that corporate entrepreneurial activities are knowledge-
intensive and companies need to create new knowledge for the pursuit of corporate 
entrepreneurship. However, internal development of knowledge is not often feasible 
due to economic and competitive reasons. As such, companies mostly fill their 
knowledge gaps by developing partnering relationships with other players in the 
market such as suppliers, customers, research centres and competitors. 
Scholars also contend that there are differences across companies’ innovative outputs 
depending on their access to diverse knowledge. In his seminal work, Burt (1992) 
suggests that firms with greater access to complementary and diverse knowledge in 
their partnerships gain more options for entrepreneurial activities, and have more 
potential to fill their knowledge gaps for proceeding to entrepreneurial purposes. The 
impact of exposure to new and diverse knowledge on innovative performance has 
also been acknowledged in recent empirical studies (Galunic & Rodan, 1997; Rodan 
& Galunic, 2004; Zaheer & Bell, 2005). Building on this premise, in the following 
sections I argue how networking capabilities influence a company’s engagement in 
corporate entrepreneurship through increasing the company’s access to more and 
diverse external knowledge. 
  Chapter 6: Study III 122 
6.2.1  Networking capability and corporate entrepreneurship 
Networking capability concerns a firm’s ability to initiate, develop and integrate 
relationships with different partners including suppliers, customers, competitors and 
research centres (Sarkar et al., 2009). Sarkar et al. (2009) conceptualise partnering 
pro-activeness, relational governance and portfolio coordination as three dimensions 
of a firm’s networking capability. They argue that approaches focusing on activities 
and routines better reflect the nature of a firm’s networking capability than structural 
components such as a dedicated alliance function (Kale et al., 2002) and prior 
networking experience (Anand & Khanna, 2000). The latter factors, as underlying 
rather than constituting items, affect the development of networking capability in 
companies (Kale & Singh, 2009). Furthermore, unpacking networking capability as a 
set of organisational routines and processes is more aligned with the resource-based 
view (Barney, 1991) emphasising higher order and difficult to imitate resources as 
the main sources of competitive advantage in companies (Makadok, 2001). This 
approach also differs from the traditional approach (Ritter & Gemünden, 2003; 
Walter et al., 2006) focusing on organisational capabilities for managing a single 
inter-firm relationship and ignoring complementarity and synergies across a firm’s 
entire network portfolio. Scholars argue that companies can gain additional benefits 
designing and managing partnerships that complement one other (Hoffmann, 2005; 
Kale & Singh, 2009; Sarkar et al., 2009; Schilke & Goerzen, 2010). Below I explain 
why and how each of these dimensions constituting a firm’s networking capability 
can affect corporate entrepreneurship. 
Partnering pro-activeness: This dimension concerns a company’s deliberate efforts 
to discover and pre-empt new and promising partnering opportunities (Sarkar et al., 
2009). I expect firms with higher levels of partnering pro-activeness to have more 
access to diverse complementary knowledge (Burt, 1992, 1997), and thereby more 
engagement in corporate entrepreneurship. Scholars argue that the factor market for 
partners is imperfect. In this market, the number of firms with valuable new and 
complementary knowledge for partnering is limited. As such, pro-active firms can 
benefit from first mover advantages and pre-empt valuable partnering opportunities 
(Sarkar, Echambadi, & Harrison, 2001; Schilke & Goerzen, 2010). This increases the 
firm’s access to new and novel knowledge, providing more options and ideas for 
corporate entrepreneurship (Burt, 1992; Rodan & Galunic, 2004; Zahra et al., 2009) 
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or greater chance to fill knowledge gaps (Teng, 2007). Late comers, on the other 
hand, miss valuable partnering options or remain with suboptimal options (Sarkar et 
al., 2009). Acting proactively, in particular, increases the likelihood of engaging in 
non-repetitive partnerships because of due diligence in searching and pre-empting 
valuable partnering opportunities. This enhances a firm’s exposure to broader 
knowledge (Goerzen, 2007). Conversely, latecomers may be trapped in redundant 
suboptimal relations. The repetitive and already familiar contacts reduce the 
probability of receiving new ideas and knowledge for entrepreneurial activities (Burt, 
1992). Thus, pro-active firms, through pre-empting partnering opportunities and 
diversifying their network portfolio, should have more exposure to heterogeneous 
knowledge. This boosts the potential of entrepreneurial activities in such companies 
(Burt, 1992, 1997). It follows then that:  
Hypothesis 1: Partnering pro-activeness positively affects corporate 
entrepreneurship. 
Relational governance: This dimension refers to “the extent to which an organisation 
engages in behavioural routines that facilitate the development of informal self-
enforcing safeguards in their relationships with various partners” (Sarkar et al., 2009, 
p. 587). Firms with higher levels of this capability actively try to minimise relational 
imperfections like opportunistic behaviours or feelings of mistrust through relational 
governance. These companies have commitment and flexibility in their inter-firm 
relationships. They also possess high levels of conflict resolution skills (Sarkar et al., 
2009). The expectation is relational governance will have a positive association with 
corporate entrepreneurship by increasing the amount of knowledge a firm gains from 
each single relationship. Scholars traditionally consider trust as the main lubricant for 
releasing knowledge in all kinds of exchange relationships accompanied by the 
hazard of opportunism (Aulakh, Kotabe, & Sahay, 1996; Das & Teng, 1998; North, 
1990). Firms with higher levels of relational governance potentially have access to 
richer and more tacit knowledge, even beyond their formal arrangement (Zajac & 
Olsen, 1993), due to their trust-building mechanisms. Recently scholars have posited 
that formal mechanisms are incomplete and ambiguous, and cannot alone remove 
partners’ concern about opportunistic behaviours (Gulati & Nickerson, 2008; Poppo 
& Zenger, 2002; Poppo, Zhou, & Zenger, 2008). In some cases formal mechanisms 
signal distrust and inspire opportunistic behaviour (Ghoshal & Moran, 1996). As 
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such, firms with relational governance (by creating informal safeguards) provide 
more incentives for their partners to be open and realise their fine-grained tacit 
knowledge. Moreover, being flexible and emphasising relational rather than formal 
mechanisms increases the volume of knowledge flows between partners (Sarkar et 
al., 2009). Indeed, beyond the formal contract, partners are more likely to release 
knowledge. Thus, relational governance should enable companies to have better 
access to knowledge from each single inter-firm relationship. The increased amount, 
and, hence, diversity of new knowledge provides the firm with new ideas and options 
for corporate entrepreneurship (Yiu & Lau, 2008; Zahra et al., 2009). It also 
increases the potential for filling the knowledge gaps for pursuing entrepreneurial 
opportunities (Teng, 2007). It follows then that: 
Hypothesis 2: Relational governance positively affects corporate entrepreneurship. 
Portfolio coordination: This dimension refers to “organisational processes by which 
a focal firm engages in integrating and synchronising activities, strategies, and 
knowledge flows across partners” (Sarkar et al., 2009, p. 588). Through coordinating 
activities companies integrate their individual partnering relationships and consider 
their completeness (Kale & Singh, 2009). They also benefit from synergies among 
individual inter-firm relationships and avoid duplicate activities (Schilke & Goerzen, 
2010). Sarkar et al. (2009) argue that companies may fail to optimally benefit from 
their inter-firm relationships if they consider individual dyads independent of one 
another and ignore synergies across the whole portfolio of partnering relationships. I 
predict portfolio coordination will stimulate a firm’s engagement in corporate 
entrepreneurship by boosting the firm’s exposure to knowledge diversity. Designing 
and synchronising network ties as complementary conduits of knowledge, a firm can 
consider the role of each partnership and the knowledge they bring in their portfolio. 
Indeed, the company can recognise knowledge gaps in its network portfolio, and 
deliberately form partnerships to fill the knowledge gaps (Kale & Singh, 2009). This 
increases the likelihood of access to more diverse knowledge and avoidance of 
duplicate activities (Hoffmann, 2005). Furthermore, the firm’s activities for sharing 
knowledge across partners further entices access to new knowledge by increasing 
knowledge flows amongst partners as knowledge sharing is essentially based on 
reciprocation (Carter, 1989). Thus, portfolio coordination can enhance the amount 
and diversity of a firm’s exposure to new external knowledge by managing the firm’s 
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network ties as a complementary portfolio. This increases the firm’s potential to 
pursue corporate entrepreneurship. It follows then that: 
Hypothesis 3: Portfolio coordination positively affects corporate entrepreneurship. 
6.2.2 Networking capability, absorptive capacity and corporate 
entrepreneurship 
I previously hypothesised that partnering pro-activeness, relational governance and 
portfolio coordination enhance corporate entrepreneurship. In this section, I posit that 
absorptive capacity mediates the association between each of these capabilities and 
corporate entrepreneurship. Cohen and Levinthal (1990) consider absorptive capacity 
a by-product of a company’s investments in Research and Development (R&D) 
activities. Other scholars have argued the importance of inter-organisational 
relationships in the development of absorptive capacity. For example, Cockburn and 
Henderson (1998) suggest that firms need to be connected to external knowledge 
sources to develop their capability of assimilating and exploiting external knowledge. 
Likewise, Zahra and George (2002) propose that firms with greater exposure to 
diverse and complementary knowledge have greater opportunity for developing their 
absorptive capacity. I build on this proposition and suggest that networking 
capabilities by developing absorptive capacity, affect corporate entrepreneurship.  
As previously argued, network ties are considered as conduits of knowledge access 
(Portes, 2000; Zaheer & Bell, 2005). I also posited that all of the three networking 
capabilities increase a firm’s exposure to diverse complementary knowledge. Greater 
access to diverse knowledge enables firms to enrich their knowledge bases and 
absorptive capacity through learning (Oliver, 2001; Zahra & George, 2002) and, 
accordingly, stimulate corporate entrepreneurship. Cohen and Levinthal (1989, p. 
570) contend that “unlike learning-by-doing which allows firms to get better at what 
they already do, absorptive capacity allows firms to learn to do something different.” 
Pro-activeness, for example, enables a company to find the best partners with new 
and complementary knowledge (Goerzen, 2007; Sarkar et al., 2009). Cooperating 
with innovative firms helps the company to develop its abilities for assimilation and 
exploitation of new knowledge due to receiving new and valuable knowledge from 
its partners. Similarly, a firm with the relational governance capability can develop 
relationships based on mutual trust with other firms, enabling it to gain richer and 
more valuable knowledge from its partners (Sarkar et al., 2009). This helps the firm 
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to extend its abilities for assimilation and exploitation of new knowledge over time. 
For example, partners can assist each other with how to utilise new knowledge even 
beyond their contract, mainly due to the existence of informal safeguards and trust 
between them. The capability of portfolio coordination, likewise, allows the firm to 
form complementary partnerships filling knowledge gaps in its network portfolio. 
Gaining complementary knowledge from partners enriches the firm’s knowledge 
base and absorptive capacity. Furthermore, sharing knowledge across partners 
creates an atmosphere where knowledge is continuously shared among different 
partners (Carter, 1989). This provides the involved partners with new insights 
expanding their absorptive capacity and their abilities for assimilation and 
exploitation of new knowledge.  
Networking capabilities are more related to a firm’s access to knowledge diversity 
and complementary. Absorptive capacity is about the assimilation, transformation, 
and exploitation of new knowledge for entrepreneurial activities. Indeed, a firm’s 
prior related knowledge and absorptive capacity first enables it to recognise the value 
of new knowledge and assimilate it (Cohen & Levinthal, 1990). New assimilated 
knowledge is then communicated and shared with different parts of the firm to 
transform the collective schema of different organisational units (Lane et al., 2006). 
New assimilated knowledge, however, may not always be directly utilised for 
commercial purposes or in operations due to such issues as the need for more 
cumulative knowledge or the existence of time lags in the development of 
complementary technologies and markets. As such, firms also need to undertake 
activities for preserving the assimilated knowledge alive over time and reactivate it at 
appropriate points in time for reacting to opportunities (Garud & Nayyar, 1994). 
Ultimately, the firm should engage in activities for combining new and pre-existing 
knowledge and the actual exploitation of new knowledge including matching new 
knowledge with new product or service ideas, patent applications and developing 
prototypes. Indeed, at this stage the firm becomes involved with activities for 
leveraging and utilising its knowledge in corporate operations (Lane et al., 2006; 
Zahra & George, 2002). Thus, these complementary learning processes through 
creating new knowledge and putting it to use in the corporate operations should 
enhance a firm’s engagement in corporate entrepreneurship. It follows then that: 
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Hypothesis 4: Absorptive capacity fully mediates the relationships between 
partnering pro-activeness and corporate entrepreneurship. 
Hypothesis 5: Absorptive capacity fully mediates the relationships between relational 
governance and corporate entrepreneurship. 
Hypothesis 6: Absorptive capacity fully mediates the relationships between portfolio 
coordination and corporate entrepreneurship. 
6.3 METHODOLOGY 
6.3.1 Sample and data collection 
As in the first two studies, the research sample comprises supplier companies 
providing products and services to the Iranian and Australian mining industries (the 
METS sector). A single industry was selected to confine the extraneous variation of 
heterogeneous industry factors (Davidsson, 2008; Wales et al., 2012). The mining 
industry seems theoretically relevant to this study as networking and collaborative 
activities are important in this industry for creating new knowledge and undertaking 
innovative and entrepreneurial initiatives in a timelier and more effective manner 
(Dodgson & Vandermark, 2000; Upstill & Hall, 2006). The METS sector is also 
considered technologically advanced (Bartos, 2007; Tedesco & Haseltine, 2010), 
and, hence, corporate capabilities to gain access to, successfully transfer and exploit 
new external knowledge seem beneficial in this sector for pursuing corporate 
entrepreneurship. The selection of the two distinct institutional contexts of Iran and 
Australia can reduce the risk of random test, as well as enable the researcher to 
investigate the boundary conditions and generalisability of the results (Hubbard et 
al., 1998; Zahra, 2007). Both of these countries are among the top fifteen mineral-
rich countries in the world and the mining industry is a large and important sector in 
these countries. As explained in more detail in Chapter 3, the sample was identified 
using a wide range of publicly available databases in both Iran and Australia. This 
increases validity and reduces bias resulting from a single of source information. 
This chapter uses data from the same questionnaire as the first two studies. The data 
from two surveys in the contexts were pooled, and institutional context was used as a 
control variable. Further elaboration of the research sample and data collection is 
contained in Chapters 3 and 4 (pp. 56–63, pp. 81–82). 
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6.3.2 Measures 
Corporate entrepreneurship: As in studies I and II, the extent to which firms pursue 
corporate entrepreneurial activities was measured using scales developed by Zahra 
(1996) and Zahra et al. (2000). The measure represents corporate entrepreneurship as 
a single meta-construct, comprising the dimensions of innovation, international and 
local venturing and renewal activities (pp. 82–83). 
Absorptive capacity: As further elaborated in study I, the three learning processes of 
exploratory learning, transformative learning and exploitative learning measured 
absorptive capacity as a three-dimensional meta-construct (pp. 83–84). 
Networking capability: Following Sarkar et al. (2009), I used the three dimensions of 
networking capability, partnering pro-activeness, relational governance and 
portfolio coordination, as individual first-order dimensions. Partnering pro-
activeness captured a firm’s deliberate efforts to identify and pre-empt promising 
partnering opportunities using a four-item Likert scale (α = .81). The three-item 
Likert scale of relational governance also measured a firm’s engagement in processes 
for creating informal self-enforcing safeguards (α = .78). Finally, portfolio 
coordination captured a company’s efforts to integrate and synchronise strategies and 
activities across its partnering portfolio through a three-item Likert scale (α = .80). 
Confirmatory factor analysis for measuring the measurement validity also indicated 
an acceptable model fit (χ2 (32) = 78.890, n = 331, p<0.001, χ2/df = 2.465; SRMR = 
.045; RMSEA = .067; CFI = .961; GFI = .956; TLI: .945). All standardised factor 
loadings were also highly significant.  
Control variables: To control for the possible confounding effects and extraneous 
variation, firm size, environmental dynamism, past performance, institutional context 
(a dummy variable in which Iran served as the reference group) and five industry 
dummies were included in this study as control variables. Further information on the 
logic behind these choices is contained in Chapters 4 and 5 (pp. 85–86, 106–107).  
6.3.3 Measurement validity tests 
As in the first two studies, I examined discriminant and convergent validity using 
confirmative factor analysis (Bagozzi et al., 1991). The two post-hoc statistical tests 
of Harman’s single factor test and marker variable analysis also supported the 
absence of common method bias (pp. 65–67, pp. 86–87). Moreover, I tested the 
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convergent and discriminant validity of absorptive capacity and each of the 
dimensions of networking capability following the procedure suggested by Anderson 
and Gerbing (1988). Since the chi-square difference between each pair was well 
above 10.828 (the critical chi-square value for 1 degree of freedom at p = .001), it 
was highly significant, supporting discriminant validity of these constructs. For 
example, the chi-square difference tests between absorptive capacity and partnering 
pro-activeness (Δχ2 (1) = 112, p < .001), relational governance (Δχ2 (1) = 173 p < 
.001) and portfolio coordination (Δχ2 (1) = 101, p < .001) were all significant, 
confirming their discriminant validity (pp. 86–87). 
6.3.4 Analysis and results 
To examine the hypothesised relationships, I used the bootstrapping approach 
outlined by Preacher and Hayes (2004). Scholars have recently challenged the main 
assumptions of traditional approaches, such as Sobel (1982), for calculating indirect 
effects (Preacher & Hayes, 2004; Shrout & Bolger, 2002). Bootstrapping is currently 
the most widely recommended method for testing mediation and conditional process 
models (Preacher et al., 2007). In this technique, the current sample is treated as a 
pseudo-population, and test statistics such as standard errors for indirect effects are 
calculated based on random sampling from the existing data set. To establish 
mediational relationships, contemporary literature does not require evidence of a 
statistically significant total effect of the independent variable on the dependent 
variable prior to entering the mediator (e.g., Hayes, 2012; Rucker, Preacher, 
Tormala, & Petty, 2011). As I have hypothesised the relationships between 
networking capabilities and corporate entrepreneurship, I investigated the results for 
total effects. Mediation, however, requires that the independent variable significantly 
affects mediators. Furthermore, the bootstrapped confidence interval for the indirect 
effect of the independent variable on the dependent variable, while entering the 
mediator into the model, should be entirely above zero (Preacher & Hayes, 2004). I 
used the PROCESS tool, written by Hayes (2012) and installed on SPSS to estimate 
the models.  
Table 6.1 presents the means, standard deviations and correlations of the variables in 
this study. As can been seen in this table, the correlation between each of the 
independent variables, namely partnering pro-activeness, relational governance, and 
portfolio coordination, and both the mediator, absorptive capacity (ACAP), and 
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dependent variable, corporate entrepreneurship, are all significant. Tables 6.2, 6.3 
and 6.4 also indicate direct, indirect and total effects of partnering pro-activeness, 
relational governance and portfolio coordination on corporate entrepreneurship (CE) 
respectively. In Table 6.2, model 1 tests the total effect (the impact of the 
independent variable on the dependent variable before entering the mediator) of one 
of those dimensions on corporate entrepreneurship. The impact of the dimension on 
the mediator, absorptive capacity, is tested through model 2. Finally, model 3 
estimates the indirect impact (the effect of the independent variables on the 
dependent variable while entering the mediator) of each dimension on corporate 
entrepreneurship. Accordingly, models 4 to 6 and 7 to 9 in Tables 6.3 and 6.4 
estimate the total, direct and indirect impacts of relational governance and portfolio 
coordination on corporate entrepreneurship respectively.  
Model 1 in Table 6.2 indicates that partnering pro-activeness has a significant 
positive total effect on corporate entrepreneurship (β = .148, p < .01), supporting the 
first hypothesis. Model 2 also shows that partnering pro-activeness significantly 
affects absorptive capacity (β = .354, p < .01). As shown in model 3, the direct effect 
of partnering pro-activeness on corporate entrepreneurship while controlling for the 
effect of absorptive capacity is non-significant. Since a 95% bootstrapped confidence 
interval is entirely above zero (β = .109, CI: .060 ‒ .169), the indirect effect of 
partnering pro-activeness on corporate entrepreneurship through absorptive capacity 
is significant. These results suggest that the relationship between partnering pro-
activeness and corporate entrepreneurship is fully mediated by absorptive capacity. 
As such, partnering pro-activeness has also a mediational effect on corporate 
entrepreneurship through absorptive capacity which provides support for hypothesis 
4 (see Table 6.2). 
With regard to the impacts of relational governance on corporate entrepreneurship, as 
shown in model 4 in Table 6.3, relational governance significantly influences 
corporate entrepreneurship (β = .176, p < .01), providing support for hypothesis 2. It 
also has a positive significant impact on absorptive capacity (β = .291, p < .01) as 
displayed in model 5 of Table 6.3. A non-significant direct effect of relational 
governance on corporate entrepreneurship after entering absorptive capacity is also 
observed in model 6. The indirect effect of relational governance on corporate 
entrepreneurship through absorptive capacity is statistically significant as evidenced  
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Table  6.1 Means, standard deviations and correlations   
  Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 
1. CE a 3.39 .56 (.83)                
2. ACAP a 3.63 .52 .37** (.90)               
3. Pro-activeness 3.44 .70 .28** .52** (.81)              
4. Relational 4.09 .56 .24** .39** .38** (.78)             
5. Coordination 3.37 .70 .28** .51** .42** .39** (.80)            
6. Context b .61 .48 -.008 .15** -.01 .27** -.06 -           
7. Dynamism 3.54 .64 .19** .29** .25** .14** .23** -.06 (.83)          
8. Performance 3.46 .65 .34** .25** .22** .27** .20** .10+ .17** (.83)         
9. Support  .09 .28 .11* .10+ .064 .09 .09 .16** .05 .10 -        
10 Supplies  .22 .42 .04 .02 .04 .12* -.06 .10** -.006 .07 -.17** -       
11 Contracting .13 .34 -.03 .002 .07 -.003 .01 -.08 -.003 .04 -.12* -.21** -      
12 Consulting .12 .32 -.09 .01 -.04 .05 -.08 .25** -.15** -.08 -.11* -.20** -.14** -     
13 Manufacturing .37 .48 -.01 -.05 -.06 -.01** .04 -.39** .05 -.06 -.24** -.42** -.31** -.28** -    
14 Micro .09 .30 -.16** -.01 -.14 .01 -.03 .26** -.04 -.14** .14* .05 -.04 .03 -.11* -   
15 Small .35 .47 -.01 .02 -.04 -.02 .008 -.18** -.05 -.13* .07 -.04 -.02 -.005 .006 -.24** -  
16. Medium .45 .49 .02 .02 .10 -.001 .001 -.11** .12** .17** -.09+ .008 .03 -.07 .13* -.30** -.67** - 
17. Large .07 .26 .14** .10 .04 .03 .03 .22** -.05 .08 -.09+ .001 .14** .13* -.11* -.09+ -.21** -.26** 
N=331. Numbers in parentheses on the diagonal are Cronbach’s coefficient alphas of the composite scales. 
a Corporate Entrepreneurship (CE), Absorptive Capacity (ACAP) 
b Iran context served as reference group. 
** Correlation is significant at the 0.0l level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed). 
+ Correlation is significant at the 0.10 level (2-tailed). 
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Table  6.2 Results for direct, indirect and total effects of partnering pro-activeness  
 
Model 1 (CE)  Model 2 (ACAP)  Model 3 (CE) 
 β SE t  β SE t  β SE t 
Control variables 
 
          
Industry dummies a 
 
          
-  Consulting -.098  .095 -.993  .006 .083 .074  -.100 .096 -1.04 
- Contracting -.133 .088 -.105  -.058 .074 -.79  -.115 .085 -1.33 
- Supplies and 
consumables 
.024 .077 
.31  
-.120* 
.064 
-1.85  
.061 .075 .81 
- Support and service .157 .110 1.43  -.028 .092 -.30  .166* .106 1.56 
Size dummies b            
- Micro -.127 .105 -1.20  .143 .088 1.61  -.171 .102 -1.66 
- Small .081 .064 1.26  .073 .053 1.35  .058 .062 .94 
- Large .354*** .113 3.10  -.047 .095 -.49  .368*** .110 3.45 
Environmental dynamism .083* .046 1.81  .136*** .038 3.54  .041 .045 .90 
Past performance .228*** .045 4.96  .107*** .035 2.80  .194*** .044 4.32 
Institutional context c -.052 .068 -.763  .184*** 0057 3.19  -.109 .067 -1.61 
Predictor variable     
 
      
Partnering pro-activeness  .148*** .042 3.48  .354*** .035 9.92  .039 .047 .83 
Mediator variable            
Absorptive capacity         .307*** .064 4.76 
R2 .217***    .358***    .269***   
F 8.047    17.64    9.34   
Total effect         .148*** .042 3.48 
Direct effect         .039 .047 .83 
Indirect effect of  
predictor d  
 
   
    
.109  
(.060 , .169) 
.026 
 
 N=331. Unstandardised path coefficients are displayed in the table. 
  
*** = p<.01, ** = p < .05, * = p < .10.   
a Manufacturing served as reference group in analyses. 
  
b Medium size served as reference group in analyses. 
  
c Iran context served as reference group in analyses. 
  
d Numbers in parentheses are 95% bias-corrected bootstrap lower and upper confidence intervals with 5000 
resamples, and bootstrapped SE has been presented for indirect effect. 
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Table  6.3 Results for direct, indirect and total effects of relational governance  
 
Model 4 (CE)  Model 5 (ACAP)  Model 6 (CE) 
 β SE t  β SE t  β SE t 
Control variables 
 
          
Industry dummies a 
 
          
-  Consulting -.101 .099 -1.01  .015 .090 .170  -.106 .096 -1.10 
- Contracting -.117 .088 -1.32  -.009 .080 -.121  -.114 .085 -1.33 
- Supplies and 
consumables 
.025 
.077 
.331  -.100 .070 
-.42  .056 
.074 .74 
- Support and service .176 .109 1.60  .029 .099 .299  .167* .105 1.58 
Size dummies b            
- Micro -.169 .105 -1.61  .039 .095 .413  -.181 .101 -1.79 
- Small .060 .064 .94  .031 .058 .532  .051 .062 .826 
- Large .37*** .114 3.24  -.017 .103 -.169  .375*** .109 3.41 
Environmental dynamism .098** .045 2.16  .188*** .041 4.55  .041 .045 .91 
Past performance .217*** .046 4.65  .107** .042 2.52  .184*** .045 4.06 
Institutional context c -.107 -.107 .07  .089 .064 1.39  -.134* .068 -1.97 
Predictor variable            
Relational governance .176*** .054 3.26  .291*** .049 5.92  .088 .054 1.60 
Mediator variable            
Absorptive capacity         .303*** .059 5.12 
R2 .213***    .243***    .273***   
F 7.88    11.40    9.65   
Total effect         .176*** .054 3.26 
Direct effect         .0880 .054 1.60 
Indirect effect of 
predictor d  
 
   
    
.0884  
(.046, .146) 
.023 
 
N=331. Unstandardised path coefficients are displayed in the table. 
  
*** = p<.01, ** = p < .05, * = p < .10.   
a Manufacturing served as reference group in analyses. 
  
b Medium size served as reference group in analyses. 
  
c Iran context served as reference group in analyses. 
  
d Numbers in parentheses are 95% bias-corrected bootstrap lower and upper confidence intervals with 5000 resamples, 
and bootstrapped SE has been presented for indirect effect. 
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Table  6.4 Results for direct, indirect and total effects of portfolio coordination  
 
Model 7 (CE)  Model 8 (ACAP)  Model 9 (CE) 
 β SE t  β SE t  β SE t 
Control variables 
 
          
Industry dummies a 
 
          
-  Consulting -.068 .099 -.694  .076 .083 .913  -.091 .096 -.95 
- Contracting -.096 .088 -1.09  .027 .074 .368  -.105 .085 -1.22 
- Supplies and 
consumables 
.065 
.076 
.84  -.025 .064 
-.385  
.072 .074 .97 
- Support and service .172 .109 1.57  .009 .092 .107  .169* .106 1.59 
Size dummies b            
- Micro -.184* .104 -1.76  .007 .088 .085  -.187 .101 -1.84 
- Small .060 .064 .94  .024 .053 .447  .053 .062 .85 
- Large .326*** .113 2.87  -.107 .095 -1.12  .359*** .110 3.24 
Environmental dynamism .085* .045 1.87  .146*** .038 3.81  .041 .045 .91 
Past performance .221*** .046 4.81  .210** .038 2.49  .192*** .045 4.27 
Institutional context c .040 .068 -.589  .096*** .057 3.64  -.103 .068 -1.52 
Predictor variable     
 
      
Portfolio coordination .154*** .041 3.70  .347*** .035 9.89  .050 .046 1.09 
Mediator variable            
Absorptive capacity         .299*** .064 4.64 
R2 .221***    .357***    .27***   
F 8.23    14.78    9.83   
Total effect         .154*** .041 3.70 
Direct effect         .050 .046 1.09 
Indirect effect of  
predictor d  
 
   
    
.104 
 (.055, .168) 
.028 
 
N=331. Unstandardised path coefficients are displayed in the table. 
  
*** = p<.01, ** = p < .05, * = p < .10.   
a Manufacturing served as reference group in analyses. 
  
b Medium size served as reference group in analyses. 
  
c Iran context served as reference group in analyses. 
  
d Numbers in parentheses are 95% bias-corrected bootstrap lower and upper confidence intervals with 5000 resamples, 
and bootstrapped SE has been presented for indirect effect. 
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by the 95% bias-corrected bootstrap confidence interval which is wholly above zero 
(β = .088, CI: .046 ‒ .146). These results provide support for hypothesis 5 predicting 
that the relationship between relational governance and corporate entrepreneurship is 
fully mediated by absorptive capacity (see Table 6.3).  
Considering the direct and indirect impacts of portfolio coordination on corporate 
entrepreneurship, model 7 in Table 6.4 confirms the significant positive effect of 
portfolio coordination on corporate entrepreneurship (β = .154, p < .01), supporting 
hypothesis 3. The data in model 8 of Table 6.4 also indicates that portfolio 
coordination positively affects absorptive capacity (β = .347, p < .01). I also observe 
the non-significant direct effect of portfolio coordination on corporate 
entrepreneurship controlling for the impact of absorptive capacity in model 9. Since 
the 95% bias-corrected bootstrap confidence interval is entirely above zero (β = .104, 
CI: .055 ‒ .168), the indirect effect of portfolio coordination on corporate 
entrepreneurship through absorptive capacity is significantly different from zero. 
Thus, absorptive capacity fully meditates the relationship between portfolio 
coordination and corporate entrepreneurship, supporting hypothesis 6 (see Table 
6.4).  
Overall, the data supports the proposition that all the three dimensions of partnering 
pro-activeness, relational governance and portfolio coordination positively affect 
corporate entrepreneurship. Moreover, the relationships between each dimension and 
corporate entrepreneurship are fully mediated by absorptive capacity. As such, all of 
the hypothesised associations are confirmed by the results. 
6.3.5 Post-hoc analysis and robustness tests 
To further verify the findings, I checked the moderating effect of institutional 
contexts on the relationships between each dimension of networking capability and 
corporate entrepreneurship. The results were non-supportive, indicating that the 
direct relationships between the dimensions and corporate entrepreneurship do not 
vary by institutional context. I also tested whether institutional context moderates the 
relationships between these dimensions and absorptive capacity. The results were 
also non-significant. As such, the same findings have been replicated in the second 
institutional context, Australia, permitting a more robust interpretation of the results. 
Finally, I tested the hypotheses using networking capability as a one-dimensional 
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construct composing partnering pro-activeness, relational governance and portfolio 
coordination. The results were all the same as those using the individual dimensions. 
6.4 DISCUSSION 
The main purpose of this study was to investigate how companies can increase the 
intensity of their engagement in corporate entrepreneurship through managing their 
inter-firm relationships. The data suggests that partnering pro-activeness, relational 
governance and portfolio coordination positively affect corporate entrepreneurship. 
These findings firstly contribute to the corporate entrepreneurship literature. While 
the importance of partnerships and access to external knowledge have been argued in 
previous research (Simsek et al., 2003; Teng, 2007), the literature does little to 
explain the organisational capabilities enabling companies to more effectively benefit 
from partnering opportunities for corporate entrepreneurship. 
The findings first show that partnering pro-activeness enhances a firm’s engagement 
in the pursuit of corporate entrepreneurship. This means that companies taking 
initiatives in finding and responding to partnering opportunities are more likely to be 
engaged in corporate entrepreneurship. Prior literature acknowledges the importance 
of corporate pro-activeness in recognising entrepreneurial opportunities for corporate 
entrepreneurship (Covin & Slevin, 1989; Dess & Lumpkin, 2005). I argue that these 
opportunities may exist in factor markets (Sarkar et al., 2009; Sarkar et al., 2001). As 
such, firms pro-active in partnering by pre-empting limited valuable partnering 
options foster their corporate entrepreneurship. Indeed, pro-active companies through 
due diligence in searching and pre-empting the best partners increase their chance of 
involvement with non-repetitive partnerships (Goerzen, 2007) and being exposed to 
diverse knowledge (Burt, 1992, 1997), promoting corporate entrepreneurship. 
The results also show that companies with more relational governance have more 
engagement in corporate entrepreneurship. This implies that firms with more focus 
on informal safeguards, flexibility and conflict management better exploit their 
network ties for corporate entrepreneurship. Since inter-firm relationships are subject 
to opportunistic behaviours (Aulakh et al., 1996; Das & Teng, 1998) and formal 
mechanisms are incomplete in removing these concerns (Gulati & Nickerson, 2008; 
Poppo & Zenger, 2002; Poppo et al., 2008), it appears that firms need to engage in 
self-reinforcing activities to induce their partners to release knowledge (Sarkar et al., 
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2009). As such, relational governance through the facilitation of better access to 
richer and more valuable knowledge should promote corporate entrepreneurship. The 
data also suggests that portfolio coordination enhances a firm’s engagement in 
corporate entrepreneurship. This means that companies that design and manage their 
networks as a set of complementary ties and share knowledge across their partners 
have higher corporate entrepreneurship performance. Portfolio coordination enables 
companies to form partnerships based on the knowledge gaps in their network 
portfolio (Kale & Singh, 2009). Knowledge sharing across partners also increases 
knowledge flows between the firm and its partners (Sarkar et al., 2009). As such, 
portfolio coordination through increasing a firm’s exposure to more diverse 
knowledge (Burt, 1992, 1997) should impact corporate entrepreneurship. Overall, it 
seems that networking capabilities through the same mechanism, which is greater 
access to new and diverse knowledge, but in slightly different ways, foster pursuit of 
corporate entrepreneurship. These results extend the corporate entrepreneurship 
research by establishing a relationship between a firm’s networking capabilities and 
corporate entrepreneurship, which is understated in the literature. 
A second contribution of this study to the literature is revealing the intermediary 
mechanism explaining the connection between networking capabilities and corporate 
entrepreneurship. The findings confirm that partnering pro-activeness, relational 
governance and portfolio coordination increase corporate entrepreneurship through 
expanding absorptive capacity. To us, these results suggest that by engaging in 
activities to find and pre-empt partnering opportunities, develop relational skills and 
synchronise network portfolios, firms can develop and update their path-dependent 
absorptive capacity. Cohen and Levinthal (1990) in their seminal article posit that 
companies need to both create their absorptive capacity in new domains and update 
their absorptive capacity in a specific domain to be able to recognise the value of 
new knowledge and assimilate it, otherwise they would be blind to new valuable 
opportunities. Scholars recently proposed that firms can develop absorptive capacity 
through increasing the breadth of their knowledge exposure (Cockburn & Henderson, 
1998; Zahra & George, 2002). Building on this proposition, I argue that networking 
capabilities through increasing a company’s access to new and diverse knowledge 
develop its absorptive capacity. Absorptive capacity, in turn, through assimilation, 
transformation and exploitation of new knowledge promotes the firm’s pursuit of 
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corporate entrepreneurship (George et al., 2001; Lane et al., 2006; Teng, 2007). 
Similarly, prior literature posits that type and configuration of partnering relationship 
through developing absorptive capacity, enhances innovative activities in firms 
(George et al., 2001; Mowery, Oxley, & Silverman, 1996). Ahuja and Katila (2001), 
likewise conclude that acquisition activities, through extending a firm’s absorptive 
capacity and knowledge base, improve its innovative performance. 
This study finally has additional insights for the literature of alliance/network and 
absorptive capacity. Scholars have lately pointed to the importance of a company’s 
capabilities for forming and managing partnerships as a portfolio in better utilisation 
of partnering opportunities (Hoffmann, 2005; Kale & Singh, 2009; Sarkar et al., 
2009; Schilke & Goerzen, 2010). While this literature acknowledges the impact of 
networking capabilities on performance (Sarkar et al., 2009; Schilke & Goerzen, 
2010), I contribute to this literature by connecting these capabilities to corporate 
entrepreneurship. Investigating the mediating role of absorptive capacity, I also 
provide more insights into the mechanism through which networking capabilities 
impact organisational outcomes. With regard to the absorptive capacity literature, I 
extend research on the antecedents and origins of absorptive capacity. To date, 
scholars have suggested that such factors as the intensity of investments in  activities 
(Cohen & Levinthal, 1990) and organisational structure (Jansen et al., 2005) develop 
a firm’s absorptive capacity. The findings suggest that partnering pro-activeness, 
relational governance and portfolio coordination are also fundamental means for 
developing absorptive capacity. This partly addresses recent calls for examining 
organisational mechanisms that enhance absorptive capacity (Lane et al., 2006; 
Volberda et al., 2010).  
For managers, this research provides some evidence that developing capabilities for 
partnering opportunity recognition, trust building and portfolio coordination foster 
the firm’s engagement in corporate entrepreneurship. The data suggests that firms 
which actively search for partnering opportunities ahead of their competitors 
generate more corporate entrepreneurship. Moreover, firm mechanisms for creating 
relational and informal safeguards as well as designing and coordinating network ties 
as a portfolio stimulate corporate entrepreneurship. Furthermore, companies need to 
develop and update their capacity for assimilating and exploiting external knowledge 
on an ongoing basis (Cohen & Levinthal, 1990; Lane et al., 2006). This can be 
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achieved through organisational deliberate efforts for formation, development and 
integration of non-redundant partnering relationships with different partners.  
6.4.1 Limitations and future research  
The results should be considered in light of the potential limitations of this study. 
First, I contended that networking capabilities increases absorptive capacity and 
therefore corporate entrepreneurship by increasing a firm’s exposure to diverse 
knowledge. While I have not directly measured knowledge diversity, it can be an 
intriguing path for future research. Future studies can examine the relationships 
between networking capabilities, the breadth of knowledge base (Zhou & Li, 2012) 
and entrepreneurial activities in firms. It can also be interesting to investigate the 
relationships between networking capabilities, structural factors such as centrality 
(Powell, Koput, & Smith-Doerr, 1996) and structural holes (Ahuja, 2000). For 
instance, do these capabilities lead companies to more valuable or entrepreneurial 
structural positions for corporate entrepreneurship? Or, do companies with similar 
structural positions have different corporate entrepreneurship due to heterogeneity in 
these capabilities (Dyer & Hatch, 2006)? Finally, I believe that the size of the 
sample, data collection from two different institutional contexts, and the use of 
psychometrically sound constructs and sensible theoretical argument increase the 
conclusion validity of the findings (Simsek & Heavey, 2011). However, since this 
study has a cross-sectional research design, it is partly subject to a concern for 
reverse causality. While it seems logical to contend causal relationships from 
networking capabilities to absorptive capacity and to corporate entrepreneurial 
outputs, the reverse or reciprocal relationship cannot be thoroughly ruled out. Future 
studies with a longitudinal research design may better clarify the causality among the 
variables in this study. 
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Chapter 7: Discussion and conclusions 
This chapter provides an overall discussion of the main findings in studies I, II and 
III. In this respect, the most prominent theoretical implications are first considered, 
followed by practical implications for practitioners and managers. Finally, limitations 
and future research issues are presented. 
7.1 DISCUSSION 
The main purpose of this research was to enrich the understanding of how externally 
oriented capabilities can enhance a firm’s engagement in corporate entrepreneurship. 
The main function of externally-oriented capabilities is to fill firms’ knowledge gaps 
as a precursor for undertaking knowledge-intensive entrepreneurial activities 
(Simsek et al., 2003; Teng, 2007; Zahra et al., 2009). Firms require new knowledge 
so as to recognise and pursue entrepreneurial opportunities manifesting as innovation 
in products and services, systems, markets and strategies. Externally oriented 
capabilities facilitate sourcing and combining new external knowledge with internal 
knowledge bases and can thereby mitigate the concerns and challenges associated 
with the internal development of new knowledge (Chesbrough, 2007; Eisenhardt & 
Schoonhoven, 1996; Teng, 2007). I developed a model (see Figure 7.1) to obtain 
deeper insights into how and when externally-oriented capabilities stimulate 
corporate entrepreneurship. Specifically, this research aimed to address the following 
missing links and gaps in the literature: 1) Does absorptive capacity impact corporate 
entrepreneurship? 2) How can companies more effectively channel their absorptive 
capacity towards corporate entrepreneurship? 3) Is the impact of a firm’s absorptive 
capacity on corporate entrepreneurship subject to variation across institutional 
market orientation? 4) How can firms operating in less market-oriented contexts 
overcome the disadvantages posed by their institutional context? 5) How do firms’ 
networking capabilities impact their engagement in corporate entrepreneurship? 
These questions were addressed through three empirical studies, as illustrated in 
Figure 7.1. Study I examined the moderating impact of entrepreneurial management 
on the absorptive capacity-corporate entrepreneurship relationship from the 
attention-based viewpoint. Study II investigated how the interaction of external 
knowledge search breadth and institutional market orientation shapes the effect of 
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absorptive capacity on corporate entrepreneurship. Study III examined the impact of 
a firm’s networking capabilities on corporate entrepreneurship by expanding its 
absorptive capacity. In the remainder of this section, I first present an overview of 
the main findings, followed by the theoretical and managerial implications of this 
study. 
 
Figure  7.1 Research framework 
 
 
7.2 OVERVIEW OF THE MAIN FINDINGS 
The findings of the three studies confirm that absorptive capacity raises the level of 
corporate entrepreneurship. I also found that the positive relationship between 
absorptive capacity and corporate entrepreneurship is moderated by some dimensions 
of entrepreneurial management (study I). The results indicate that the organisational 
dimensions of entrepreneurial culture and reward philosophy positively moderate the 
impact of absorptive capacity on corporate entrepreneurship. This provides support 
for the argument that companies may need a channelling mechanism to focus their 
absorptive capacity on corporate entrepreneurship. However, the strategic aspects of 
entrepreneurial growth- and resource orientation hold a negative moderating effect 
on corporate entrepreneurship. The results in study II also show that absorptive 
capacity has less influence on corporate entrepreneurship in a less market-oriented 
institutional context, Iran. Moreover, the association between absorptive capacity and 
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corporate entrepreneurship is stronger for companies with a broader external search 
for knowledge. However, external search breadth is more important as a booster of 
absorptive capacity benefits for firms in a less market-oriented institutional context 
(study II). Finally, the data suggests that companies’ networking capabilities, 
entailing partnering pro-activeness, relational governance and portfolio coordination, 
increase the level of corporate entrepreneurship. Besides, these capabilities through 
expanding absorptive capacity promote firms’ engagement in corporate 
entrepreneurship (study III). An overview of the main findings are summarised in 
Table 7.1. The theoretical implications of the results will be elaborated in the 
following sections of this chapter. 
 
Table  7.1 Overview of the main findings  
The absorptive capacity-corporate entrepreneurship relationship  
 Absorptive capacity has a positive impact on corporate entrepreneurship. 
Moderating impact of entrepreneurial management 
 Entrepreneurial reward philosophy and culture intensify the impact of absorptive 
capacity on corporate entrepreneurship. 
 Entrepreneurial growth- and resource orientation negatively moderate the 
relationship between absorptive capacity and corporate entrepreneurship. 
Moderating impact of knowledge search breadth and institutional market orientation 
 The positive effect of absorptive capacity on corporate entrepreneurship is weaker in 
less market-oriented institutional contexts. 
 The positive association between absorptive capacity and corporate entrepreneurship 
is stronger for firms with greater external knowledge search breadth. 
 External knowledge search breadth is more important as a booster of absorptive 
capacity benefits for firms in less market-oriented institutional contexts. 
Networking capabilities and the mediating role of absorptive capacity 
 Partnering pro-activeness, relational governance, and portfolio coordination enhance 
corporate entrepreneurship.  
 Absorptive capacity fully mediates the relationships between each of networking 
capabilities and corporate entrepreneurship. 
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7.3 THEORETICAL IMPLICATIONS 
7.3.1 Implications for corporate entrepreneurship theory 
The overarching theme of corporate entrepreneurship literature is to understand why 
some firms are able to generate higher levels of corporate entrepreneurship than 
others. Prior studies have mainly focused on top management team characteristics 
and actions (Heavey & Simsek, 2013; Ling et al., 2008; Simsek, 2007), structural 
factors (Burgers et al., 2009; Zahra, 1991) and business environment (Simsek et al., 
2007; Zahra, 1993). This literature, however, has paid less attention to organisational 
capabilities. The findings of this research indicate that organisational capabilities can 
also be as well important in explaining why some firms are more entrepreneurial than 
others. Specifically, the data suggests that firms with higher levels of absorptive 
capacity have more engagement in the pursuit of corporate entrepreneurship. The 
importance of absorptive capacity in removing knowledge transfer barriers and 
exploiting new external knowledge for pursing corporate entrepreneurship has been 
argued in recent studies (Teng, 2007; Zahra et al., 2009). The current study, however, 
extends the literature by empirically testing the relationship between absorptive 
capacity and corporate entrepreneurship.  
Second, this thesis examines organisational mechanisms which amplify the impact of 
a firm’s absorptive capacity on corporate entrepreneurship. The results indicate that 
absorptive capacity in interaction with an entrepreneurial reward philosophy and 
culture has more of an influence on corporate entrepreneurship. This implies that 
absorptive capacity may not suffice to raise the level of corporate entrepreneurship. 
Firms also need mechanisms to channel their absorptive capacity towards corporate 
entrepreneurship (Burgelman & Valikangas, 2005; Burgelman, 1983a; Van de Ven, 
1986). This research suggests that entrepreneurial reward philosophy and culture can 
be such attentional drivers.  
Third, the findings enrich the literature on corporate entrepreneurship by theorising 
the role of institutional context in the corporate capabilities-entrepreneurial activities 
relationships. This partly responds to recent calls for the investigation of how 
institutional forces affect the effectiveness of corporate actions for entrepreneurial 
activities (Bruton et al., 2008; Hitt et al., 2011; Welter, 2011; Zahra & Wright, 2011). 
A basic assumption in entrepreneurship theory is that contexts are also heterogeneous 
in the provision of entrepreneurial opportunities (Davidsson, 2004). The results 
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indicate that absorptive capacity has stronger impact in more market-oriented 
institutional contexts which are richer in new and complementary knowledge 
(Shinkle & McCann, 2014; Zhao, 2006) and, accordingly, entrepreneurial 
opportunities (Acs et al., 2009; Agarwal et al., 2007). This implies that a firm’s 
ability in the exploitation of their absorptive capacity for corporate entrepreneurship 
is influenced by its institutional context. 
Fourth, the implication of this research for the corporate entrepreneurship literature is 
that external knowledge search breadth strengthens the impact of absorptive capacity 
on corporate entrepreneurship. Scholars have lately suggested that boards of directors 
magnify the effect of absorptive capacity on corporate entrepreneurship by injecting 
new and diverse knowledge into a firm’s operations (Zahra et al., 2009). Study II 
contends that greater exposure to new and diverse knowledge can also be achieved 
through a broader external search of knowledge (Laursen & Salter, 2006; Leiponen 
& Helfat, 2010; Love et al., 2013). As such, companies can more effectively utilise 
their absorptive capacity for corporate entrepreneurship through adopting an external 
knowledge search breadth approach. The data, however, suggests that the enhancing 
impact of external knowledge search breadth is conditional on firms’ institutional 
market orientation. This implies that the effectiveness of corporate mechanisms in 
the exploitation of their absorptive capacity in entrepreneurial activities may also be 
different across institutional market orientation contexts. Overall, these findings add 
to the corporate entrepreneurship research by suggesting external knowledge search 
breadth as a booster of absorptive capacity benefits on corporate entrepreneurship, 
and indicating the extent to which the amplifying impact is dependent on a firm’s 
institutional context.  
Fifth, study III posited that heterogeneity in corporate entrepreneurship may also be 
due to differences in firms’ networking capabilities for forming and managing their 
inter-firm relationships to gain access to knowledge held by others (Sarkar et al., 
2009; Schilke & Goerzen, 2010). The results indicate that partnering pro-activeness 
positively impacts entrepreneurial actions in firms. This provides the insight that 
firms’ pro-activeness in the recognition of entrepreneurial opportunities, not only in 
product markets (Covin & Slevin, 1989; Dess & Lumpkin, 2005), but also in the 
factor markets (Sarkar et al., 2001), can promote corporate entrepreneurship. As 
valuable partnering opportunities are limited in the market, companies need to 
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actively seek and pre-empt these opportunities (Sarkar et al., 2009). This increases 
the probability of access to new and diverse knowledge, most likely through forming 
non-redundant network ties or finding the best partners (Goerzen, 2007). Greater 
access to new knowledge provides firms with more options for entrepreneurial 
initiatives (Burt, 1992; Zahra et al., 2009), and boosts the chance of filling their 
knowledge gaps for pursuing corporate entrepreneurship (Teng, 2007). 
The findings also support the proposition that firms with more relational governance 
are more engaged in corporate entrepreneurship. This capability should also enhance 
a company’s access to richer and more valuable knowledge by creating informal self-
reinforcing safeguards and reducing partners’ concern for opportunistic behaviours 
(Aulakh et al., 1996; Das & Teng, 1998; Sarkar et al., 2009). The positive impact of 
the portfolio coordination on corporate entrepreneurship is also supported by the 
data. I contend that considering the role of each partnership and the knowledge they 
bring in their portfolio, and sharing knowledge across partners, increases the amount 
and diversity of firms’ exposure to new knowledge and, hence, promotes corporate 
entrepreneurial activities (Hoffmann, 2005; Kale & Singh, 2009; Sarkar et al., 2009). 
Overall, it appears that a firm’s networking capabilities through the same mechanism 
of increased absorptive capacity, yet in slightly different ways, raise the level of 
corporate entrepreneurship. This contributes to the literature by providing a social 
model of corporate entrepreneurship connecting networking capabilities to corporate 
entrepreneurial outputs. More importantly, identifying the mediational role of 
absorptive capacity, this research reveals the intermediary mechanism explaining the 
relationships between networking capabilities and corporate entrepreneurship. This 
partly addresses the much needed causal and process-oriented explanations of the 
corporate entrepreneurship phenomenon (Corbett et al., 2013). 
7.3.2 Implications for absorptive capacity theory 
This study has several important theoretical implications for the absorptive capacity 
literature. First, the findings add to this literature by connecting a firm’s absorptive 
capacity to corporate entrepreneurship. Previous research indicates that absorptive 
capacity positively impacts innovative activities in firms through enriching their 
stocks of knowledge (Cohen & Levinthal, 1990; McKelvie et al., 2007). The results 
extend this literature by establishing a connection between absorptive capacity and 
organisational outputs other than innovation in products and services (Lane et al., 
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2006) such as business venturing and strategic renewal activities. Scholars suggests 
that the output of absorptive capacity for companies can be any commercial ends to 
which knowledge is applied (Cohen & Levinthal, 1990; Zahra & George, 2002). 
Second, as absorptive capacity can be applied in a wide variety of areas and activities 
and for different purposes (Cohen & Levinthal, 1990; Lane et al., 2006; Volberda et 
al., 2010; Zahra & George, 2002), companies may need mechanisms to focus their 
absorptive capacity on more valuable innovative outputs (Lane et al., 2006). Building 
on the attention-based view (Ocasio, 1997, 2011), study I suggested entrepreneurial 
management as the channelling mechanism for leveraging absorptive capacity 
towards corporate entrepreneurship. The findings support the argument that the 
influence of absorptive capacity on corporate entrepreneurship is stronger for firms 
with an entrepreneurial reward philosophy and culture. This means that firms that 
share the created value with employees, and value creativity, experimentation, and 
new ideas can more effectively utilise their absorptive capacity for corporate 
entrepreneurship. From the attention-based view (Ocasio, 1997, 2011) this implies 
that companies with an entrepreneurial reward philosophy and culture can better 
channel their absorptive capacity towards corporate entrepreneurship. Corporate 
attention management has been recently argued as an essential step for firms to 
pursue their entrepreneurial activities. Firms need to orient their organisational 
capabilities and attention towards entrepreneurial outputs (Burgelman & Valikangas, 
2005; Burgelman, 1983a; Van de Ven, 1986). The attention allocation is mainly 
shaped by corporate mechanisms such as strategic orientations, culture, structure and 
reward systems, affecting the salience, legitimacy, availability, value and relevance 
of issues and answers for employees and decision makers (Ocasio, 1997, 2011). The 
results of this research confirm this argument by indicating that absorptive capacity 
in tandem with attentional drivers, such as entrepreneurial culture and reward 
philosophy, generate higher level of corporate entrepreneurship. This increases our 
understanding of how firms can better exploit their absorptive capacity for more 
valuable entrepreneurial outputs (Lane et al., 2006). As such, absorptive capacity 
researchers may need to pay more attention to the corporate channelling mechanisms 
tying absorptive capacity to corporate entrepreneurship if the capacity is supposed to 
foster corporate innovative and entrepreneurial activities. 
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Third, the findings show that the relationship between absorptive capacity and 
corporate entrepreneurship is influenced by the interaction of institutional market 
orientation and external knowledge search breadth. Scholars suggest that effective 
exploitation of absorptive capacity for entrepreneurial initiatives depends on the 
extent to which companies are exposed to new external knowledge (Audretsch & 
Keilbach, 2007; Qian & Acs, 2013; Zahra & George, 2002). Study II proposed two 
mechanisms at different levels, the firm and the institutional context, influencing 
companies’ exposure to new and complementary, and hence the effectiveness of, 
absorptive capacity for corporate entrepreneurship. The results show that the 
influence of absorptive capacity on corporate entrepreneurship is weaker in the less 
market-oriented institutional context, Iran. This supports the argument that operating 
in a less market-oriented context such as Iran diminishes the ability to utilise a firm’s 
absorptive capacity to raise the level of corporate entrepreneurship. This is mainly 
due to the institutional voids such as weak intellectual property rights in such 
contexts, reducing companies’ exposure to new and complementary external 
knowledge. The implication of these results for the absorptive capacity literature is 
that the impact of a firm’s absorptive capacity on corporate entrepreneurship is 
subject to its context’s institutional market orientation. This extends the literature by 
showing that, apart from task environment (Liao et al., 2003), the impact of 
absorptive capacity on innovative activities is shaped by a company’s institutional 
context. Thus, the effectiveness of absorptive capacity for corporate entrepreneurship 
may vary across different institutional contexts. 
The data also shows that the external knowledge search breadth approach strengthens 
the influence of absorptive capacity on corporate entrepreneurship. Broader external 
search for knowledge increases the probability of exposure to the knowledge leading 
to innovation. Firms may miss opportunities due to lack of openness or focus only on 
a narrow range of external sources (Laursen & Salter, 2006; Leiponen & Helfat, 
2010; Love et al., 2013). The complementarity of absorptive capacity and external 
knowledge search breadth has also been argued by Laursen and Salter (2006). The 
new implication for the literature, however, is that the impact of the interaction of 
absorptive capacity and external knowledge search breadth on the pursuit of 
corporate entrepreneurship differs across different levels of institutional market 
orientation. The findings suggest that external knowledge search breadth is more 
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important as a booster of absorptive capacity benefits for firms in less market-
oriented institutional contexts. To us, this means that firms in less market-oriented 
contexts can mitigate the suppressive impacts of voids in their institutional contexts 
by adopting the external knowledge search breadth approach. This approach, 
however, may not be as important for their counterparts in more market-oriented 
institutional contexts because the pool of new knowledge in such contexts reduces 
the necessity for external knowledge search breadth (Leiponen & Helfat, 2010). This 
reflects that the importance of external knowledge search breadth as an enhancer of 
absorptive capacity benefits is subject to a firm’s institutional context. 
Finally, study III shows that companies’ networking capabilities promote corporate 
entrepreneurship through expanding their absorptive capacity. Scholars have lately 
proposed that firms with greater access to new and diverse knowledge have more 
opportunities to develop their absorptive capacity (Cockburn & Henderson, 1998; 
Zahra & George, 2002). Building on this suggestion, I posited that networking 
capabilities increase firms’ exposure to knowledge diversity and complementarity, 
and, hence, expand their absorptive capacity. These capabilities help firms to build 
up their absorptive capacity. Absorptive capacity, in turn, through making sense of 
external knowledge and utilising it in the operations or for commercial purposes 
enhances corporate entrepreneurship (George et al., 2001; Lane et al., 2006; Teng, 
2007). This study enriches the absorptive capacity literature by suggesting 
networking capabilities as the important antecedents of absorptive capacity. Prior 
studies have suggested such factors as the intensity of investments in Research and 
Development (R&D) activities (Cohen & Levinthal, 1990) and organisational 
structure (Jansen et al., 2005) as the organisational antecedents of absorptive 
capacity. The findings of this study suggest that partnering pro-activeness, relational 
governance and portfolio coordination are also fundamental means for developing 
absorptive capacity. This increases our understanding of the corporate antecedents 
and origins of absorptive capacity understated in the literature (Lane et al., 2006; 
Volberda et al., 2010). 
7.3.3 Implications for Stevenson’s theory of entrepreneurial management 
This research also provides interesting insights for Stevenson’s theory. The findings 
show that the underlying dimensions of entrepreneurial management, organisational 
versus strategic dimensions, differently shape the influence of absorptive capacity on 
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corporate entrepreneurship. While an entrepreneurial culture and reward philosophy 
strengthen the positive relationship between absorptive capacity and corporate 
entrepreneurship, an entrepreneurial resource- and growth orientation negatively 
moderate the effect of absorptive capacity on corporate entrepreneurship, contrary to 
the hypothesised expectations. Study I argued that an entrepreneurial resource- and 
growth orientation should magnify the impact of absorptive capacity on corporate 
entrepreneurship. Indeed, it was expected that the entrepreneurial orientations would 
enhance the relationship between absorptive capacity and corporate entrepreneurship. 
An enhancing effect exists when the impact of one variable is amplified by another 
variable. The interaction effects between two variables can also be compensatory, 
where changes in one variable offset changes in another variable, and suppressive, 
where one variable diminishes the impact of another variable (Black & Boal, 1994). 
It appears that entrepreneurial resource- and growth orientations have compensatory 
effects in situation of low absorptive capacity, and the nature of the orientation 
(administrative versus entrepreneurial ) does not matter so much in situations of high 
absorptive capacity. This implies that in situations of high absorptive capacity it may 
be better for firms to focus their absorptive capacity. However, in situation of low 
absorptive capacity firms may need exploratory activities to enhance their levels of 
corporate entrepreneurship. Overall, this study shows that the sub-dimensions of 
entrepreneurial management, organisational versus strategic dimensions, differently 
affect the absorptive capacity-corporate entrepreneurship relationship. More research 
seems needed to examine how the sub-dimensions of entrepreneurial management 
interact with firm capabilities to affect corporate entrepreneurship. 
7.3.4 Implications for institutional theory  
These results also echo the general proposition in the institution-based theory that a 
network-based approach and reliance on others’ resources is more prevalent among 
companies in low market-oriented institutional contexts due to the institutional voids 
in such contexts (Khanna & Palepu, 1997; Peng, 2003; Peng & Heath, 1996; Peng et 
al., 2009). In seminal articles, Peng and Heath (1996) and Peng (2003) contend that 
in transitioning economies or less market-oriented economies, where formal 
institutions, including rules and regulations supporting free-market policies, are 
underdeveloped, institutional voids restrain companies from effectively benefiting 
from their capabilities. Such voids include a lack of specialised intermediaries for 
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providing sophisticated services such as market research, lack of legal and financial 
infrastructure for acquisitions, and higher risk of innovation and uncertainty. In the 
absence of such formal institutions, companies can adopt approaches to offset the 
voids in such contexts. They propose a network or relation-based approach 
emphasising “inter-organisational relationships with various players” for effective 
utilisation of their capabilities (Peng, 2003, p. 283). Sourcing knowledge from 
external sources, firms, for example, can reduce the risk of innovation, which is 
associated with weak intellectual property rights and the institutional uncertainty, 
through reducing their resource commitment (Hoskisson, Eden, Lau, & Wright, 
2000; Peng, 2003; Peng & Heath, 1996). The findings echo this suggestion by 
showing that companies with more diverse external sources of knowledge in less 
market-oriented institutional contexts more effectively exploit their absorptive 
capacity for entrepreneurial activities. The results also are in line with Shinkle and 
McCann’s (2014) findings that the effect of knowledge-based resources such as 
Research and Development (R&D) investments on innovation is stronger in more 
market orientated institutional contexts. 
7.3.5 Implication for networking capabilities theory  
The network-based theory considers network ties as the conduit for knowledge 
access for companies. All network ties, however, do not have the same value for 
entrepreneurial purposes (Burt, 1992, 1997), and companies are heterogeneous in 
enticing partners to release their knowledge (Dyer & Hatch, 2006; Sarkar et al., 
2009). The network theory suggests that firms with greater access to complementary 
and diverse knowledge in their partnerships gain more options for entrepreneurial 
activities, and have a great potential to fill their knowledge gaps for pursuing their 
entrepreneurial objectives (Burt, 1992, 1997; Zahra et al., 2009). Recently, scholars 
have begun to conceptualise capabilities enabling companies to form more valuable 
network ties and create more value from their partnership relationships (Sarkar et al., 
2009; Schilke & Goerzen, 2010). Sarkar et al. (2009) unpacked partnering pro-
activeness, relational governance and portfolio coordination as a firm’s networking 
capabilities to form, develop, and integrate inter-firm relationships with different 
partners for gaining access to knowledge held by others. Study III has two theoretical 
implications for this steam of research. First, Sarkar, et al., (2009) hint that 
networking capabilities through slightly different ways increase companies’ exposure 
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to new and diverse knowledge and, hence, impact corporate innovative activities. 
The findings of this study add to this literature by connecting networking capabilities 
to corporate entrepreneurship and empirically investigating the effect of networking 
capabilities on corporate entrepreneurial activities. Second, the results enrich the 
networking capabilities literature by disclosing the mechanism through which these 
capabilities may give rise to innovative outputs (Sarkar et al., 2009; Schilke & 
Goerzen, 2010). The findings show that networking capabilities increase a firm’s 
engagement in corporate entrepreneurship through expanding its absorptive capacity. 
7.4 MANAGERIAL IMPLICATIONS 
Apart from the theoretical implications, the findings of this research also hold 
practical implications for managers and practitioners (see Table 7.2). The results 
indicate that externally oriented capabilities, namely absorptive capacity and 
networking capabilities, foster corporate entrepreneurial activities. Managers seeking 
to raise the level of corporate entrepreneurship should invest in absorptive capacity 
and networking capabilities to access, assimilate and exploit external knowledge 
flows for entrepreneurial purposes. The data shows that these capabilities are also 
associated, and networking capabilities can help companies to build up their 
absorptive capacity. As such, managers should pre-empt valuable and promising 
partnering opportunities ahead of their competitors; develop partnerships based on 
mutual trust, commitment and flexibility, and design and coordinate their partnering 
relationships as complementary conduits of knowledge to expand their organisational 
absorptive capacity and corporate entrepreneurship. 
The findings also support that the effective utilisation of absorptive capacity for 
corporate entrepreneurial purposes depends on how well companies can channel this 
capability towards entrepreneurial activities versus mainstream operations. As such, 
managers should promote a corporate culture supporting creativity, experimentation, 
risk-taking, and new ideas, and develop a reward system compensating employees 
based on their performance and long-term results to more effectively benefit from 
their organisational absorptive capacity for corporate entrepreneurship. Practically 
speaking, absorptive capacity in tandem with the entrepreneurial culture and reward 
system leads to more corporate entrepreneurial outputs.  
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Table  7.2 Managerial implications of the thesis 
 Managers aiming to enhance corporate entrepreneurial outputs should invest in the 
development of externally oriented capabilities, namely absorptive capacity and 
networking capabilities, in their companies. 
 Managers should seek opportunities for partnerships ahead of their competitors, 
develop partnering relationships based on mutual trust, commitment and flexibility, 
and consider the role of each partnership and the knowledge they bring in their 
overall portfolio to expand their absorptive capacity and generate more corporate 
entrepreneurship. 
 Managers should promote an entrepreneurial culture valuing creativity, risk-taking, 
experimentation, and new ideas, and compensate employees based on performance 
and long-term results to more effectively utilise their organisational absorptive 
capacity for corporate entrepreneurship. 
 Managers should broadly search external sources of new knowledge to better exploit 
their organisational absorptive capacity for corporate entrepreneurship, particularly 
those operating in less market-oriented institutional contexts. 
 
Finally, companies should be exposed to new and complementary knowledge to 
effectively utilise their absorptive capacity for corporate entrepreneurship. The data 
indicates that firms with higher levels of absorptive capacity have more engagement 
in pursuit of corporate entrepreneurship when they broadly search external sources of 
knowledge, especially those in contexts with less institutional market orientation. As 
such, firms should broadly search external sources of knowledge to increase their 
exposure to new knowledge and generate more corporate entrepreneurship from their 
absorptive capacity. In particular, firms in contexts with less institutional market 
orientation can compensate for the suppressive effects of their institutional voids, 
and, accordingly, be less exposed to new and complementary knowledge, adopting 
an external knowledge search breadth approach.  
7.5 LIMITATIONS AND FUTURE RESEARCH ISSUES 
This thesis is not without limitations warranting further study. First, as I argued in 
the research methodology section, a survey is the most suitable strategy to investigate 
the research questions in this research. It allows the researcher to collect quantitative 
and statistically generalisable data from quite large samples in two different countries 
with relatively low cost and in a short time to test the strength of relationships 
between variables in the studies. In addition, the survey instrument was tailored to 
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include multiple questions about the main constructs, and control for extraneous 
variation for establishing causal relationships between variables. This approach is 
less possible in case studies, and the data may not be available in archives. Surveying 
the companies, I also collected primary data relevant to the current study. Self-
administrated instruments, nevertheless, are associated with several limitations. For 
example, since questionnaires are filled out by respondents, the data is potentially 
influenced by the participants’ characteristics (Robson, 2011). Common method bias 
(Podsakoff et al., 2003) is a typical issue in self-reported questionnaires. I attempted 
to mitigate the concern through adopting the respondent-separation technique, 
conducting post-hoc tests such as Harman’s test and a marker variable’s partial 
correlation test (Lindell & Whitney, 2001), and using different scale formats. 
However, I was not able to collect double-respondent data in Australia due to time 
limitations and the potentiality of inadequate participation. As I collected data from 
two different countries, the use of the survey was also associated with the risk of 
non-equivalent instruments in the two contexts due to translation issues. I utilised the 
most common technique of back translation (Brislin, 1970) to reduce this concern. I 
also took some steps to increase the response rate such as promising a management 
report or triangulating data collection. Moreover, I tested the non-response bias by 
comparing early and late respondents in terms of size and key variables in the model. 
Yet, I am mindful that the findings are approximations of the reality. Particularly, as 
the constructs are not all directly observable, they are still subject to imperfect 
measurements and even the researcher’s misinterpretation. Accordingly, replication 
of this study with a larger sample size, the use of “hard data” to back up the 
attitudinal measurements, and response or time separation may address the potential 
concerns in this research.  
Second, the novel context of the mining industry has delivered many great insights, 
but it may not be generalisable to other industry contexts. The mining industry has 
specific characteristics making it a suitable context for the investigation of externally 
oriented capabilities and corporate entrepreneurship. The Mining, Equipment, 
Technology, and Service (METS) sector, for example, is a technologically advanced 
sector (Bartos, 2007; Upstill & Hall, 2006). Thus, it should be a theoretically relevant 
context to study absorptive capacity, which is discussed as a capability more related 
to assimilating and utilising technological knowledge (Cohen & Levinthal, 1990; 
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Tsai, 2001). Likewise, collaboration and networking with other firms such as 
suppliers, customers, research centres, and competitors plays an important role in this 
sector for reducing the risks and costs of innovation, and undertaking entrepreneurial 
initiatives in a timelier and more effective manner (Dodgson & Vandermark, 2000; 
Upstill & Hall, 2006). This sector is also heavily exploitation-driven (Bartos, 2007; 
Tedesco & Haseltine, 2010). Thus, the attention-based view, posited in study I, 
seems necessary for firms operating in this context to more effectively make use of 
their absorptive capacity for corporate entrepreneurship. These characteristics, 
however, may make the findings more prominent in this sector, which may not be as 
strong in other industries. Furthermore, I focused on a single industry to confine the 
extraneous variation of heterogeneous industry factors (Davidsson, 2008; Wales et 
al., 2012). Selecting one industry can limit the potential for generalising the results. 
As such, replication of this research in other contexts and industries can provide 
more insights into the generalisability of the results to other contexts. 
Third, the results of study II suggest that the level of institutional market orientation 
creates a threshold effect for the level of external knowledge search breadth needed 
for a company’s absorptive capacity to have a positive influence on corporate 
entrepreneurship. Investigating different levels of institutional market orientation 
could find that threshold and whether it exists. Besides, this study argued that 
institutional market orientation consists of multiple dimensions, and countries with 
similar levels of orientation may differ as to the level of these sub-dimensions. 
Comprehending the relative and separate effects of these dimensions by researching 
countries with similar levels of overall institutional market orientation can be a 
worthwhile avenue for future research. I also followed the common approach of 
using countries as proxies for institutional market orientation (cf. Lin et al., 2009; 
Luk et al., 2008; Ma, Huang, & Shenkar, 2011; Sharma, 2011) and number of 
external knowledge sources (cf. Laursen and Salter, 2006; Leiponen and Helfat, 
2010) to measure external knowledge search breadth. This, however, does not 
explicitly reveal whether firms draw knowledge from local or overseas sources, 
which can also be an interesting path for future research.  
Fourth, I suggested in study III that networking capabilities by increasing a firm’s 
exposure to new and diverse knowledge increase the firm’s absorptive capacity and 
corporate entrepreneurship. I argued that pro-activeness, relational governance and 
  Chapter 7: Discussion and conclusions 156 
portfolio coordination through slightly different ways enhance a firm’s access to 
knowledge diversity and complementarity. However, I did not measure whether 
companies with higher levels of networking capabilities have a greater breadth of 
knowledge base. This can be an intriguing path for future research to investigate the 
relationships between networking capabilities, the breadth of knowledge base (Zhou 
& Li, 2012) and corporate entrepreneurship. Connecting networking capabilities with 
the literature on structural factors such as centrality (Powell et al., 1996) and 
structural holes (Ahuja, 2000) is also another avenue for extending this study. For 
instance, do these capabilities lead companies to more valuable or entrepreneurial 
structural positions for corporate entrepreneurship? Or, do firms with similar 
structural positions have different corporate entrepreneurship performance due to 
heterogeneity in these capabilities (Dyer & Hatch, 2006)? 
Fifth, based on extant prior theorizing, I argued that they are theoretically different 
constructs. Absorptive capacity, for example, is related to a firm’s capability to 
value, assimilate and exploit new external knowledge (Cohen & Levinthal, 1990; 
Lane et al., 2006). External knowledge search breadth reflects how broadly a firm 
searches external knowledge sources (Laursen & Salter, 2006). Networking 
capabilities are more related to the formation and management of (a portfolio of) 
network ties (Sarkar et al., 2009). While entrepreneurial management represents 
different managerial approaches or practices (Brown et al., 2001; Stevenson & 
Jarillo, 1990), corporate entrepreneurship comprises corporate entrepreneurial 
outputs (Zahra, 1996). I attempted to mitigate potential overlaps between the 
constructs through selection of suitable constructs and scales. For example, 
researchers have moved to a “capabilities” type operationalization of absorptive 
capacity with survey items, as the original proxy of Research and Development 
(R&D) intensity utilised by Cohen and Levinthal (1990) was too close to innovation 
(cf. Lane et al., 2006; Todorova & Durisin, 2007). Moreover, I selected this 
operationalization of absorptive capacity by (Biedenbach & Müller, 2012; Schleimer 
& Pedersen, 2013; Tranekjer & Knudsen, 2012) as opposed to the one developed by 
Jansen et al. (2005), whose application dimension has more overlap with corporate 
entrepreneurship. I also selected entrepreneurial management as it has less overlap 
with corporate entrepreneurship than entrepreneurial orientation due to not including 
the innovativeness dimension (Covin & Slevin, 1989). Discriminant validity tests 
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also indicate that they are different constructs. Future research, however, can address 
this limitation by more deeply investigating and measuring connections between the 
constructs. 
Finally, the hypothesised relationships in all three studies in this thesis were tested 
using a cross-sectional survey instrument. The limitation of cross-sectional research 
design is that it lacks the potential to support causal relationships as the alleged cause 
needs to precede the ensuing effect (Davidsson, 2004). As such, hypothesised 
relationships between variables in cross-sectional studies are subject to the threat of 
reverse or reciprocal causality. In the three studies the direction of causality between 
variables seems theoretically logical. For example, externally oriented capabilities, 
by the facilitation of accessing, assimilating and exploiting external knowledge, 
increase the knowledge intensive entrepreneurial outputs such as innovation in 
products and services. The reverse or reciprocal relationships, however, cannot be 
thoroughly ruled out. Corporate entrepreneurship, for instance, is mostly measured as 
corporate entrepreneurial outputs developed over the last few years (Heavey et al., 
2009; Ling et al., 2008; Simsek, 2007; Yiu & Lau, 2008) while absorptive capacity is 
operationalised as a current capability (Biedenbach & Müller, 2012; Jansen et al., 
2005; McKelvie et al., 2007; Schleimer & Pedersen, 2013). This, however, may pose 
the risk of reverse causality. I expect these constructs to be fairly stable over time. As 
such, a cross-sectional design should not be that problematic. Yet, studies with 
longitudinal research designs may better clarify the causality among variables in 
these studies. 
7.6 CONCLUSION  
This research aimed to provide more insights into why some firms are more able to 
generate higher levels of corporate entrepreneurship. Since corporate entrepreneurial 
outputs are knowledge-intensive, firms need to develop new knowledge for pursuing 
corporate entrepreneurship. Recent studies have proposed external knowledge 
sourcing as an effective approach for firms to deal with this challenge in a timelier 
and more effective manner. Companies need externally oriented capabilities such as 
absorptive capacity and networking capabilities to facilitate gaining access to, 
successfully transferring and exploiting new external knowledge. These capabilities, 
however, are less understood in relation to corporate entrepreneurship. As such, this 
research was dedicated to investigating the impact of externally oriented capabilities 
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on corporate entrepreneurship, the conditions under which firms could more 
effectively utilise these capabilities, and the inter-relationship between externally 
oriented capabilities. The first study shows that a firm’s absorptive capacity 
positively affects corporate entrepreneurship. The results also support the argument 
that absorptive capacity in iteration with attentional drivers like an entrepreneurial 
culture and reward systems raise the level of corporate entrepreneurship (study I).  
I also argued that the interaction of institutional market orientation and external 
knowledge search breadth influences the effectiveness of a firm’s absorptive capacity 
for entrepreneurial activities (study II). The findings enrich our understanding of the 
way companies can more effectively exploit their absorptive capacity for corporate 
entrepreneurship, particularly in less market-oriented institutional contexts, through a 
broader search of external knowledge. Finally, the results indicate that differences in 
firms’ capabilities to form, develop, and integrate inter-firm relationships can also 
explain why some companies have more engagement in corporate entrepreneurship 
(Study III). These capabilities enhance corporate entrepreneurship by developing 
absorptive capacity. Together, the studies delivered interesting insights into why 
some firms are more entrepreneurial than others by addressing some of the missing 
links evident in previous research. The findings also provide important implications 
for the literature of absorptive capacity, entrepreneurial management, institutional 
theory, and network capability. Hopefully, this thesis has provided needed insights 
into the antecedents and causes of corporate entrepreneurship, and will inspire 
academics to further develop knowledge of this value-creating phenomenon. 
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Appendices 
Appendix A: Measures and items of independents and dependent variables
2
 
Q1) Corporate Entrepreneurship (Zahra, 1996; Zahra et al., 2000) 
Innovation  
Over the last three years we have… 
pioneered the development of breakthrough innovation in our industry. 
been among the first to implement new processes.  
been leading in the area of product and process innovations. 
introduced a large number of new products and services to the market. 
Local venturing  
entered new domestic markets. 
found new niches in current markets. 
established or sponsored new domestic ventures. 
diversified into new industries in Australia/Iran. 
International venturing 
entered new foreign markets. 
expanded our international operations. 
supported start-up business activities dedicated to international operations. 
Strategic renewal 
changed our strategy. 
initiated several programs to improve our productivity. 
reorganised operations to ensure increased coordination and communication across our 
company. 
redefined our portfolio of activities. 
Q2) Absorptive capacity (Biedenbach & Müller, 2012; Tranekjer & Knudsen, 2012) 
Acquisition 
We frequently scan the environment for new technologies. 
We quickly recognise trends in our industry. 
We thoroughly collect industry information. 
We have information on the state-of-the-art of external technologies. 
Assimilation 
We frequently interact with external sources to acquire knowledge. 
We periodically organise meetings with external partners to acquire new knowledge. 
Employees regularly approach external institutions to acquire technological knowledge. 
                                               
 
2 All items of questions 1, 2, and 3 related to corporate entrepreneurship, absorptive capacity; 
networking capabilities were measured on a five-point scale, anchored by 1=strongly disagree, and 5 
strongly agree. 
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We often gain new knowledge from interaction with our customers.
3
 
Maintenance 
We record and store newly acquired knowledge for future reference. 
We preserve relevant knowledge over time. 
We communicate relevant knowledge across our company. 
Reactivation 
When recognising a business opportunity, we can quickly draw on our existing 
knowledge. 
We are proficient in reactivating existing knowledge for new uses. 
We quickly understand new opportunities to serve our customers with existing 
technologies. 
Transmutation 
We are proficient in transforming technological knowledge into new products or services. 
We regularly match new technologies with ideas for new products or services. 
We quickly recognise the usefulness of new external knowledge to our existing 
knowledge. 
Application 
Our employees readily share their expertise to develop new products or services. 
We regularly apply new technologies in new products or services. 
We easily implement technologies in new products or services. 
It is well known who can best exploit new technologies inside our company. 
Q3) Networking capabilities (Sarkar, Aulakh, & Madhok, 2009) 
Partnering pro-activeness 
We strive to pre-empt our competition by partnering with key organisations before they 
can. 
We often take the initiative in approaching organisations with partnering proposals. 
Compared to our competitors, we are far more proactive and responsive in finding and 
“going after” partnerships. 
We actively monitor our environment to identify partnering opportunities. 
Relational governance 
We endeavour to build relationships based on mutual trust and commitment. 
We strive to be flexible and accommodate partners when problems/needs arise. 
When disagreements arise in our partnering relationships, we usually try to reach a 
mutually satisfactory compromise. 
Portfolio coordination 
Our activities with partners are well coordinated. 
We systematically coordinate our strategies across different partnering relationships. 
We have processes to systematically transfer knowledge across business partners. 
 
 
                                               
 
3
 Item deleted after factor analysis. 
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Q4) Entrepreneurial management
4
 (Brown, Davidsson, & Wiklund, 2001)  
Growth strategy         
Growth is our top objective. 3 2 1 0 1 2 3 
Long term survival is our top 
objective. ® 
Our intention is to grow as big 
and as fast as possible. 
3 2 1 0 1 2 3 
Our intention is to expand via steady 
and sure growth. ® 
Strategic orientation         
Our resources drive our 
business strategies. 
3 2 1 0 1 2 3 
Opportunities drive our business 
strategies. 
We limit the opportunities we 
pursue on the basis of our 
current resources. 
3 2 1 0 1 2 3 
We try not to be constrained by our 
current resources when pursuing 
opportunities.  
Our major strategic concern is 
how to best utilise the 
resources we control. 
3 2 1 0 1 2 3 
Our major strategic concern is to 
pursue opportunities we perceive as 
valuable. 
Resource orientation         
We typically commit 
resources in a step by step 
manner when pursuing 
opportunities.
5
 
3 2 1 0 1 2 3 
We typically invest heavily when 
pursuing opportunities. ® 
All we need from resources is 
the ability to use them. 
3 2 1 0 1 2 3 
We prefer to control and own the 
resources we use. ® 
We prefer to employ resources 
that we borrow or rent. 
3 2 1 0 1 2 3 
We prefer to only use our own 
resources. ® 
In exploiting opportunities, we 
feel that having the idea is 
more important than just 
having the money.
6
 
3 2 1 0 1 2 3 
In exploiting opportunities, we feel 
that access to money is more important 
than just having the idea. ® 
Management structure         
We prefer tight control by 
means of sophisticated control 
and information systems. 
3 2 1 0 1 2 3 
We prefer loose, informal control by 
means of informal relations. 
We strongly emphasise getting 
things done by following 
formal processes and 
procedures. 
3 2 1 0 1 2 3 
We strongly emphasise getting things 
done even if this means disregarding 
formal procedures. 
                                               
 
4 The dimensions were measured on a seven-point semantic deferential scale, contrasting 
entrepreneurial and administrative approaches. 
5 Item deleted after factor analysis. 
6 Item deleted after factor analysis. 
® Revised item 
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There is a strong insistence on 
a uniform management style 
throughout the firm. 
3 2 1 0 1 2 3 
Managers’ operating styles are allowed 
to range freely from very formal to 
very informal. 
There is a strong emphasis on 
getting line and staff personnel 
to adhere closely to their 
formal job descriptions. 
3 2 1 0 1 2 3 
There is strong tendency to let the 
requirements of the situation and the 
personality of the individual dictate 
proper job behaviour. 
We strongly emphasise 
holding to tried and true 
management principles and 
industry norms. 
3 2 1 0 1 2 3 
We strongly emphasise adapting freely 
to changing circumstances without 
much concern for past practices. 
Culture         
We have many more 
promising ideas than we have 
time and resources to pursue 
them. 
3 2 1 0 1 2 3 
We have difficulty finding a sufficient 
number of promising ideas to utilise all 
of our resources. ® 
Changes in the society-at-
large often give us ideas for 
new products or services. 
3 2 1 0 1 2 3 
Changes in the society-at-large seldom 
lead to commercially promising ideas 
for our firm. ® 
We never experience a lack of 
ideas that we can convert into 
profitable products/services. 
3 2 1 0 1 2 3 
It is difficult for our firm to find ideas 
that can be converted into profitable 
products/services. ® 
Reward philosophy (Balkin & Gomez-Mejia, 1990) 
Our employees are evaluated 
and compensated based on 
their responsibilities. 
3 2 1 0 1 2 3 
 Our employees are evaluated and 
compensated based on their job 
performance. 
An employee’s seniority 
enters into pay decisions.
7
 
3 2 1 0 1 2 3 
An employee’s seniority does not enter 
into pay decisions. 
In this organisation, an 
employee’s job performance 
plays a small role in 
determining pay raises. 
3 2 1 0 1 2 3 
In this organisation, pay raises are 
determined mainly by an employee's 
job performance.  
Our pay policies emphasise 
short-term results. 
3 2 1 0 1 2 3 
Our pay policies emphasise long-term 
results. 
 
Q5) External knowledge search breadth (Laursen & Salter, 2006) 
Has your company acquired new and important knowledge about technologies from each of 
the following actors? (Yes/no question) 
Customers 
Suppliers 
                                               
 
7 Item deleted after factor analysis. 
® Revised item 
  185 
Competitors 
Investors 
Other companies (e.g. distributors, consulting or law firms) 
Industry associations and councils 
Universities and research centres 
Q6) Environmental dynamism8 (Jansen, Van den Bosch, & Volberda, 2005) 
Environmental changes in our local market are intense. 
Our clients regularly ask for new products and services. 
In our local market, changes are taking place continuously. 
In our market, the volume of products and services to be delivered change fast and often. 
Q7) Performance
9
 (Burgers, Jansen, Van den Bosch, & Volberda, 2009) 
Please indicate for each of the following statements your company’s performance relative to 
other companies in your industry. 
Net profit 
Sales growth 
Cash flow 
Growth of the company’s value 
Q8) Company size 
Number of full-time employees: 
 1-4      5-19      20-199      200+ 
Q9) Industry (core activity) 
Please provide a few keywords that describe the core activity of your company in the mining 
industry (e.g. contract mining, aerial surveying) 
Background information 
What is your job title? 
Number of years you have been working for this company:    
Year of birth: 19… 
Your highest level of education: 
 High School Year 10 
 High School Year 12 
 Vocational) diploma (e.g. TAFE) 
 Bachelor’s degree 
 Higher university degree (e.g. Masters, Honours, PhD) 
 
 
 
                                               
 
8 Items were measured on a five-point scale, anchored by 1=strongly disagree, and 5 strongly agree. 
9
 Items were measured on a five-point scale, anchored by 1=much worse, and 5 much better. 
